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The AISC Business Barometer Report

Business Barometer Report
National Business Conditions Summary

How It Works

The Busness Baromoter i based on
the theory that what peopic beleve wil
happen is what utmately does happen—
withn certan wel-defined armas. Exsentaly,

Imerprenng the Charts
Buona mvdom |C|3Jl!f-g! range from bad ([0 1o excellent (100,
with oSt results faling in the fair (25) 10 wery good (75) range.
Prosent. vakves indicate industry executives’ peccaptions of cument
, whie future

tmabs ry Vsl
on 3 specihc industry.
In business, 3t any instant i time,
2l CEOs have in their mind 3 cumont
picture of where ther business is and
whero 1t is headed near term. Looking
beyond the reams of hard data avadable,
thes & an intwive approach that ensbles
wnculives 10 predicl, Make decakng on
squipment/servien purchases snd hirng,
and forecast company growth. These
Insemctive “que feslings” indeed drive the
econcmy an both micro and macro levels
Whon exteutves foel that conditons are
g within their cwn brusiness, thay
make coprial expendiures, hee people,
and expand intn new madets. This leads
1o healther busness conddons oversl
The wme hols true for woraning
condions. Of course. extemal facton,
such as the 9/11 attacks, the invasion of
Iraq, or the pandcmic can catch cveryone

Combring the tuitve  feslngs

provides & good peedicior of where an

is truly headed. These instincts
are true indicators and can be validated
by actual sales data and by interviewng
indhntry executives.

Through ths method. the AISC
Businwss  Baometse gwves  Americal
structrsl  steel incustry o valusble
snapshot of what is gong on and what
the future may bring

Resg

The npo'\dvml ae CEOs or top
executives at firma serving the nation’s
stool cometruction incustry, Most firms
parepate n multpie makets, srd many
participata in mutple regions

for impending busines conditions. When future values are higher than
presant values, improving condetions wil generslly prevaid, sithough the
aczual difference in percentage may not predict the Next Quaners et
performance. Actusl ratings such 83 “good” o “far” are relatve. The
Pumeric vakue provides 3 measuro of butiness condiions in that a higher
waluo 5 always betier than 3 lower valuo

B -

rvess Activity
Busingss activity charts Compane 1odays conditons to what they were
theee months sgo. Looking et common mesures of business sctwty,
such a5 tonnage sold, shipped, bidding, onder backiog, profits,
lmad temes (for both fatrated and purhaved stesl), and matenal press
Gves a ro'strve massure of the curan: heaith of the ndustry. Results are
presented on 4 scale of 0 10 100, with S0 being the neviral point. Vakues
greator than 50 indicate incroasng business activity of an expanding
inchustry, while values less than 50 indicate declining business actwity o
CONTICING NTUETY CONdOns.

npany
Mwsamvwhpmmdwmnam-mww
YOu mearre your company's indnadial perdonmance sgenst industry-
wide conditions. Compare your curment and future busness plans against
messsrements by region, mmpany typs, or makest secior il your
parformance & ngnficantly different from that of your ndustry peers, ask
yoursell some quesons. Whatmaght you be doing dilerently? Should you
bo pursung diflorent markets? Is now 3 Suabio e 1 hire Mo poopie?

et Definitions

Industrial  Manufacturing and processing faciites of 3l types

Commerdal  Stores, warchouses. and shoppmng centers

Office. Office buildings of all types

Parking Auto smcvce and parking gerages

Assembly  Schools, houses of worship, thesters, arenas,
Sbranies, and museums

Residentlal  Hote's. motels, apartments, and dormtores

Medical Heatth bacslimes of sll types

Public Prisons, government buidings, and police/fee stations.

Bridges

merican it o St Coraeaction
§ 12,090 2000 s s oy

National Business Conditions Summary

s teport gocd 1o very good Aational business con-
ditions across 31 regions and tectars with tight'y etronger cur.
rent business. concitions in the Southesst and West and public
and parking sactors. Those in the Southwest reported cends-
tons that are stil good but less robust. For the third quarter,
respondents an.pm future business conditons to detencrats
insl sectors; the one the bridge
marker, mm repons contnuing s<rong business condiions.

Al end marketysectons strong current business
conditions, particularly in the parking and publc sectors. The
lattet showad the mast improvemant, follawsd clossly by the
bridge market, while incuustrial and commercial sectors cooled
sightly. Respordents from the bridge sector axpect business
conditions to reman SToRg. BU those in all other sectors
report weakening conditicns going forward

Current business canditons are strong nationwide, though
respondents in the Southwest were gightly loss optimistc.
Rusponichents reported improved conditions i the Southeast

] &

ars, with lowsee apec tatbions in the Southeas! snd West
Busness sctivity i3 3trong by sll measures, but respondents
reponiad lower thipped tonnage. Material costs and lesd
imes for fabricated and purchased stee!
The national average backiog remained virtually
unchanged ot 23 weois—well above e long 1o avorage of
akmost 16 wesks! The Southeast has the longest backlog, and

0

the West has the shortest backlog. By sector, parking has the
longost backlog, while retidential hat the shartost. Tha public
and parking sectors had the largest increase in backiog.

For the fourth quarter in a row, r said they're
seeng mare projects put on hold; 21% of them now report
that trend. As you woud axpect, thare was 3 cumnmuﬂq
decrease in the number of respor fewer proy
octs put on hold (down 10 26%). Th romaining 53% Mu-lpun
ents report no change i the number of progcts on haid

Labor capacity & up (to 81%), continuing & trend from the
last b ity (65%) of e work.
ing at 90% o1 more of shop capacity, a shght increase from a
Quarter In the next six months, B say they can ack to iture
labor investment, down slightly from the previous Quartes.

Positive commantary exceeded negative by 1.5 to 1—sul
wery good, but the ratio continues to dedline ndicating lower
axpictatons for the & posivve side, 19% describe

businass conditions s stiong or good with B% ciing "big”

are concemed about the xowryfmm ratea/recession
Labor e
wnpmn sty 1o handle evisting #nd potencaly wadable
atcapacay, 3 tho
dota, bt rone mantionad concerns e mataria costs.

w

o

20101 w7102

Regional Conditions

Current  business conditions

"good” to “very good™ in al regions,
wnth mare sirength in the Southesst
and Wemt regions. Tho Southwast
ragion had slightly less robust current
business canditions and the largest
decine compared 10 last quanes All
ragions expect siowing conditions
in the future. For further details on
ach mgian see the regional rends
graphs on pages 9-14

Mig-Atantic  Southesst  Southwest  Midwest

AISC

Busmess Actnvuty

ates

Cu vl met
all rermain postovs. bt they re mcrsasng more \.b-ﬁ
Bidding actiity s constant, and the order

sl uorung (albeit 31 5 sower pace). Profits d
1onnage shipped contmue 1o ncrease, but tornage
seld weaken. Lead

continues Load time/material cost
metrics e 5 3 result of 3 lirge decine in
material costs a1 well 23 smalier drops in lead time on
fabr lead tme or purchased seel
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Business
Barometer

CEO and top executives at
steel firms across the
country (over 200).

Business-Confidence
survey based on the steel
industry.

“Gut” feelings drive the
economy on micro and
macro levels.

Forward look at business
conditions and emerging
trends.
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Business Conditions
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Business Conditions by Region
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Business Conditions
by Market
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Projects on Hold
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Lead Times and Material Costs

Index Value

Lead Times/Material Costs
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Backlog
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Key Takeaways

Current Business Conditions remain “Good” in all Regions/Sectors with some
softening over the last eight (8) quarters

Business Activity is still increasing albeit at a slower pace
Material costs are again increasing but following a seasonal trend
Average Order Backlog is 19.6 weeks, steady over the last three (3) quarters

Projects “On Hold” is steady with a slight decline in “Fewer Projects On Hold"
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Basic Facts and Premises

When prices increase, activity decreases

Construction costs are up

The non-residential building construction market is cyclical
Non-residential construction activity always lags the general
economy

Money costs more as interests rate rise



$SS

Unit Elastic

— Mildly Inelastic
—— Very Inelastic
Perfectly Inelastic

Price

— Demand e

Gasoline has shown inelastic demand. Consumers
buy nearly the same amount as the price increases.







Index 01/2020 = 100

Construction Costs Are Up

CONSTRUCTION COST INDEX BY PROJECT TYPE AND CPI
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Avg +41%
(inflation impact
only 19%)

140
130
120
110

100 ==
2020-07- 2021-01- 2021-07- 2022-01- 2022-07- 2023-01- 2023-07-

== |ndustrial == Warehouses Schools == Office == CPI

>—




The Non-Residential Construction Market is Cyclical

Non-Residential Building Construction
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Why is it cyclical?

Rents Increasing
Vacancies Increasing
Construction Expanding

Rents Increasing
Vacancies Declining
Construction Expanding

Rents Decreasing
Vacancies Increasing
Construction Declining

Rents Decreasing
Vacancies Decreasing
Construction Declining




Millions of Dollars
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Money Costs More As Interest Rates Rise Construction Loan Interest Rates:

+3% w/ 30% equity since 2020
$10M project in 2020 = $14M in 2024
+$3 mill in equity

Fed Funds Rate and 30 YR Fixed Mtg | ~>*%ere
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“Feeling” the Backlog
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National Current Average Backlog (in Weeks)
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Questions We Must Answer to Help Predict the Future

1. What is happening with labor?
2. Have material costs stabilized?
3. What’s happening in the general economy?



Construction Put in Place ($2023)

~
Bc Construction Spending and Employment Forecast

. (High, Base and Low Scenarios)
$1 billion in additional construction spending creates 3,550 new jobs. In $2.21
$2.2T 2024, the construction industry needs to attract 501,000 new workers. $2.16T
o~ $2.087
$2.0T
==== Construction Spending Construction Employment Cone of Probability
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What About Labor?

Hires and Net Demand (Openings + Quits)
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What About Material Costs?

Fabricated Structural Steel, Concrete, Wood
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Annualized Percentage Change

GDP Impacts
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GDP of Colorado

Regional GDP
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What about a recession?

No soft landing: The US economy is going to fall
into recession in the middle of 2024, Citi's chief

economist says

Aruni Soni Feb 15,2024, 11:21 AM MST Fifth Third Chief economiSt
says mild recession
possible in 2024
00006

By WFTV.com News Staff and Christina Georgacopoulos
February 20, 2024 at 12:41 pm EST

Leading Economic Indicators No Longer Forecasting
a Recession

The change is a reflection of the U.S. economy proving stronger than experts have forecast.

By Tim Smart = Feb. 20,2024, at 10:36 a.m.




Employment

Total Non-Farm Seasonally Adjusted +300,000 jobs/Qr
2023: +1.9%
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Construction Employment

Non-residential Construction and Architectural Employment
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Percentage Unemployed

Unemployment

Unemployment Rates: U3, U6 and Difference U6-U3
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CO Employment

Regional Employment (000's)

== Colorado

Colorado unemployment rate, seasonally adjusted
November 2022 - November 2023
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Percentage Change

Inflation

2022: 9.59%
2023: 4.06%

2024: 2.8%

2025: 1.8%

Inflation: 12 month and 1 month rates LTA: 3.28%
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0.00
-5.00
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Hot off the Presses: February 21, 2024

Fed’s Bowman Says That Time for

Rate Cut Is ‘Certainly Not Now’

Fed Minutes Show Embrace of

Inflation Progress but No Hurry to Cut
Rates

Minutes from the Federal Reserve’s Jan. 30-31 meeting showed
policymakers thought that risks of an inflation pickup had

“diminished.” Fed Minutes Show MOSt OffiCials

Flagged Risks of Cutting Rates Too
Quickly

Fed to cut US rates in June, risks skewed
towards later move: Reuters poll




Millions of Dollars (annual rate)

Construction Spending

Total Non-Residential Building Construction - 2017 Dollars Put In Place
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Architectural Billing Index

ARCHITECTS BILLING INDEX
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Architectural Billings (January 2024)

Billings Design Contracts

Current

00.0

Above 50
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No change
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Last month Last month
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* The lengthiest period of declining
billings since 2010-2011




Momentum Index

Dodge Momentum Index

250

200

150

100

50

News Release: NREL Selects JE Dunn Construction
and SmithGroup as Design-Build Contractor for
Newest Laboratory

New Facility Will Accelerate Laboratory-Scale Innovations for Scale-

Up and Industry Adoption

Jan. 16,2024 | Contact media relations Share 1 @ X <

Dodge Momentum Index

== DMI

@ Current Value

186.6

Jan-2016

Jan-2018

Jan-2020

Jan-2022 Jan-2024




N

Current Conclusions

A recession, or at least minimal economic growth, is probable.
Non-residential construction activity will slow.

The current backlog level is more a function of the supply chain
and labor than an increase in demand.

The lag between the general economy and construction activity
will be longer because of the current backlog level.

There has been an increase in projects being put on hold or
cancelled that may be ending.



Hotels

CURRENT MARKET BREAKDOWN - SQUARE FOOTAGE
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CO Breakdown (SF)

Education
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What is in the Crystal Ball?
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What is in the Crystal Ball?

December 2023 % Change from Prior
2024 2025

Optimistic 10.60% 7.40%

Consensus 4.00% 1.20%

Nonresidential Total Pessimistic -2.40% -4.20%
Optimistic 5.70% 5.60%

Consensus -0.70% 0.20%

Commercial Pessimistic -5.30% -3.40%
Optimistic 31.00% 12.50%

Consensus 8.90% -0.80%

Industrial Pessimistic -7.70% 15.10%
Optimistic 9.10% 6.40%

Consensus 5.10% 3.10%

Institutional Pessimistic -2.10% -2.10%
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Sector Breakdown

Dodge Non-Residential Start Forecast
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Construction Put In Place (SF): 2024F vs. 2023
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Warehouse -16.00%
Office

Parking

Manufacturing 10.48%
Education -1.54%
Healthcare
Government
Religious
Recreation
Transport
Hotels 12.33%
Dormitories
Hotels
Dormitories

Bridges 25.07%

-20.00% -10.00% 0.00% 10.00% 20.00% 30.00%



CO Sector Breakdown

Regional Non-Residential Construction Starts (000's SF)
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What Does the Future Hold?

Economic recovery should continue but risk of recession

remains.

Multifamily, warehouse, retail, office, lodging: slowdown likely
due to rising rates.

Datacenter and manufacturing construction should remain hot.
Labor availability has resumed being the #1 challenge for many

contractors.



What Does the Future Hold?
Megaprojects

Electric vehicles or battery plants, data centers and chip or
semiconductor plants

A wave of planned vehicle battery plants will increase in North
America will support the creation of roughly 10-13 million all-electric
vehicles per year, according to the U.S. Department of Energy.

The change in work habits during the pandemic also fueled the need
for more data centers. The U.S. had 2,701 data centers in 2022, the
largest in the world, followed by Germany.

Chip plants are largest in size (500-acres-plus), with recent projects
costing $20 billion or more.



What Does the Future Hold?
Data For Better Decision Making

* There could be a boost to construction associated with
manufacturing, transportation infrastructure, and clean energy

infrastructure, as funds from three key pieces of legislation
passed in 2021 and 2022—

= the Infrastructure Investment and Jobs Act (I1JA),

= the Inflation Reduction Act (IRA), and

= the Creating Helpful Incentives to Produce Semiconductors
(CHIPS) Act—are expected to flow into the industry.



Onward and Adapt!

v' Changing demands
v Environmental concerns
v Growth markets

v' Embrace innovation

v" New ways of doing things



Thank You | Questions?

Erin Conaway, PE, LEED AP | Senior Director of Market Development
720.595.5541 | conaway@aisc.org

: Smarter.
: Stronger.
: Steel.




