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CREDE’S MARKET OUTLOOK

The Q2 2024 Construction Industry Outlook reflects a cautiously optimistic view as the
sector adapts to the evolving post-pandemic landscape. Nearly four years into COVID-
19's economic realignment, the industry is facing challenges such as labor shortages,
rising costs, and high borrowing pressures, but it is also seizing new opportunities for
growth. Key sectors are leading the way—manufacturing construction now makes up over
a quarter of nonresidential building spending, doubling its share since 2019. Warehouses
and data centers are also on the rise, with warehouse spending increasing from 6% to
over 9% of the nonresidential market, and data centers growing rapidly to account for
over 3%. These trends highlight the industry's resilience and its ability to thrive in a
changing environment, showing that, even amid challenges, the construction sector is not
just surviving but actively evolving and expanding into areas of significant demand and
future potential.

The residential construction sector, while facing affordability challenges, also presents
significant growth opportunities. Rising demand for housing, especially in suburban and
exurban areas, is driving new developments. Although high-end, luxury residences have
dominated recent construction, there is growing recognition of the need for more
affordable housing. This awareness, coupled with potential regulatory shifts, could spur
increased investment in affordable housing projects, helping to meet the needs of a
broader range of consumers and creating new opportunities for developers.
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CREDE’S MARKET OUTLOOK - CONTINUED

TThe U.S. industrial real estate market is experiencing some pressure from an
oversupply, with vacancy rates rising as speculative development has outpaced demand.
Yet, there’s still strong demand in key areas like Manufacturing and E-commerce logistics,
creating significant opportunities, especially in markets where these sectors are leading
the charge. As new construction begins to taper off and the market heads toward
equilibrium, these industries are primed for strategic investments, positioning us for a
more balanced and promising landscape by early 2025.

The hospitality sector has shown remarkable resilience, rebounding as travel and tourism
continue to recover. There is a growing demand for innovative hospitality spaces,
particularly in the mixed-use and experiential sectors. Developers are capitalizing on this
trend by creating projects that blend hospitality with retail, dining, and entertainment,
offering guests a more immersive experience. This resurgence in hospitality construction
IS not only revitalizing existing properties but also driving new developments in both urban
and resort locations, signaling a strong recovery and future growth potential.
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CREDE’S MARKET OUTLOOK - CONTINUED

The broader construction industry continues to benefit from federal investments in
infrastructure and manufacturing, which are driving growth in key sectors. Despite the
challenges of high borrowing costs and labor shortages, the influx of federal funds is
helping to offset some of these pressures, enabling companies to undertake significant
projects that contribute to long-term industry stability. The ongoing focus on sustainability
and technology adoption also positions the industry to capitalize on emerging trends,
enhancing efficiency and opening new avenues for growth.

Overall, our Q2 Construction Data Analysis suggests a sector that is poised to thrive
amidst change. While challenges remain, the industry's ability to adapt and innovate
offers a promising path forward. By embracing new opportunities, harnessing federal
investment, and identify new markets for development, the construction industry is well-
positioned to achieve sustainable growth through the remainder of 2024 and into 2025.
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ARCHITECTURAL BILLING INDEX - NATIONAL

NATIONAL - While the ABI/Deltek Architecture Billings Index (ABI) score of 48.2
for the month indicates that fewer firms reported a decline in billings
in July than in May, it still means that more than half of responding
firms this month are still experiencing soft business conditions.

Architecture firms billings decline at slower pace in July
Graphs represent data from July 2023—July 2024.

signed design contracts decreased for the fourth consecutive month

« As far as future work in the pipeline at firms, the value of newly
E in July, but the pace of that decline slowed as well.

Above 50

« Inquiries into new projects continued to increase in July, although that
growth continued at the same slow pace they have been growing at

for much of the year so far.
Below 50

No change

previous CREDE Perspective

eriod

. The ABI score of 48.2 reflects the current challenges in our

industry, but we view this as a moment to sharpen our focus.

While the decline in new design contracts suggests caution, the

SOUEES Y ATIEIEET TSNS @ ATBUIEES consistent increase in project inquiries indicates that opportunities
are emerging.
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https://www.aia.org/sites/default/files/2024-08/07-2024-july-2024-abi-infographic-v1.pdf

ARCHITECTURAL BILLING INDEX - BY SECTOR

Graphs represent data from July 2023—July 2024 across the four
regions. 50 represents the diffusion center. A score of 50 equals
WEST o 5
46.0 no change from the previous month. Above 50 shows increase;
Below 50 shows decrease. 3-month moving average.

REGIONAL south

Billings remain flat at 403 - Regionally, architecture firm billings were flat for the
firms in Northeast, second consecutive month at firms located in the
while decreasing A Northeast in July, marking the first two-month period with

47.6
elsewhere a score at or above 50 for the region since mid-2022.
AT 6 . Billings declined at firms in all other regions this month,
but the pace of the decline slowed in all of them.
« Business conditions also remained soft at firms of all
specializations in July, although there were some notably
encouraging signs at firms with an institutional
SECTOR Commercii specialization, where billings were nearly flat.

Business conditions still
softest at firms with .
commercial/industrial, In:stEtEJtEioial: CREDE PerSPeCtIVG

multifamily residential The stabilization of billings in the Northeast is an
slpecizlzilerns encouraging sign, and we’re closely monitoring this
trend. Although other regions remain weak, the slower
decline and consistent performance in institutional
sectors indicate key areas where we can strategically

direct our growth efforts.

Residential:
454

Source: The American Institute of Architects
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ARCHITECTURAL BILLING INDEX - MID YEAR UPDATE

Actual Forecast
$ % Change
2023 2024 2025
Nonresidential Total 700.3 9.0 2.7
Commerdial Total 2208 {.8 -1.5
Office 83.9 0.8 0.8
Retail & Other Commercial 115.7 3.1 8.7
Hotel 23.2 43 231
Industrial Total 195.3 16.1 -11.4

Source: S&P Global, Market Intelligence, The American Institute of Architects

CREDE Perspective

« Spending on nonresidential buildings is projected to increase over 7%
this year, but then slow to only 2% growth next year.

« Commercial facilities activity effectively will be flat this year and next,
manufacturing construction will increase almost 14% this year before
stabilizing in 2025, and institutional construction will see a more than
10% gain this year before slowing to 4% in 2025.

« On the commercial/industrial side, a few key sectors have been
generating strong growth while others are stagnating. For example,
manufacturing construction currently accounts for well over a quarter
of all spending in the nonresidential building sector, a share that has
doubled since 2019.

As we progress through 2024, the 7% growth in nonresidential building spending presents a strong opportunity for investors, especially in the
manufacturing sector where we're seeing significant gains. Looking toward 2025, even as growth stabilizes, we'll continue to focus on these high-
performing areas, ensuring we stay ahead of the curve and well-positioned for long-term success.
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CONSTRUCTION BACK LOG INDICATOR

« According to the Associated Builders and Contractors, the
Construction Backlog Indicator remained unchanged at 8.4
months in July. However, this marks a decrease of 0.9 months
compared to July 2023.

- Only the largest contractors, those with greater than $100
million in annual revenues, have longer backlog than one year
ago. On a monthly basis, the decline in backlog was driven by
declines among the smallest contractors, those with less than
$50 million in annual revenue.

« ABC’s Construction Confidence Index readings for sales,
profit margins and staffing levels fell in July. All three readings
remain above the threshold of 50, indicating expectations for
growth over the next six months.

Source: Associated Builders and Contractors

CREDE Perspective

The steady backlog at 8.4 months is a solid foundation, but the year-over-year decline reminds us to stay agile, especially as smaller contractors
face more pressure. We’re encouraged by the continued positive outlook for sales, profit margins, and staffing levels, which signals that there’s still
momentum to be harnessed in the coming months.
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Source: Associated Builders and Contractors, Ed Zarenski.com

CONSTRUCTION SPENDING - THROUGH JULY 2024

« Overall, total construction spending, including the May data for 2024,
is now forecast +8.5% over 2023. With the upward revisions to Jan-
Apr, Residential spending forecast is now +7.7% for 2024.

« Retail and office spaces, experienced stagnation, reflecting broader
economic adjustments and the ongoing impact of remote work trends.

« From 2012 to 2024, construction spending has been up every year,
averaging +8.2%/year. It's been as low as +4% and as high as +15%
in that time.

CREDE Perspective

With total construction spending poised to increase by 8.5% in
2024, we're seeing solid industry-wide growth, even as retail and
office spaces adjust to economic shifts and remote work
dynamics. We're strategically leveraging data-driven insights to
prioritize and focus our efforts on the sectors with the highest
growth potential.
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FORECASTED NEW CONSTRUCTION PROJECTS:
RESIDENTIAL, COMMERCIAL, & INDUSTRIAL

U.S. Forecasted Starts: Type-of-Structure

($ Billions USD) « Single-family residential starts are expected to grow by 5.9% this
Actuals year, while multifamily starts are projected to drop by 11.4%.
Overcapacity and high financing costs are key risks in the multifamily

Forecasts

2022 2023 2025

Single Family 224,96 201.88 213.45 242,01 269.14 . .

Multi-Family 148,72 119,57 103,01 11718 136,75 segment due to rising apartment vacancy rates. New apartment
TOTAL RESIDENTIAL 373.68 314.45 316.47 359.19 405.89 construction in 2024 is expected to be 33% lower than in 2022.

(¥t/yr % change) 3.1% -15.9% -0.4% 13.5% 13.0%

::;EE{:”;;ZE" Eg; i::i: 13;; 115;5?9 E:i « Commercial construction is forecast to decline by 4.1% in 2024.
Parking Garages 2.42 2.08 2.33 2.44 2.59 While the overall economy remains strong, high interest rates and

Amusement 7.87 9.16 10.84
Private Offices 24.59 29.64 27.61 29.99 30.86

concerns in the commercial real estate sector are limiting new

Governmental Offices 13.95 16.99 15 69 15.19 15.67 projects. However, strong growth is expected in amusement parks,
Laboratories (Schools & Industrial) 4,91 4.82 4.43 4.02 4.12 transport terminals, and parking garages.

Warehouses 30.47 21.61 20.95 23.79 25.31

Sports Stadium/Convention Center 6.98 9.37 8.03 9.29 9.96 ] ] ] ] ]

Transportation Terminals c g3 6.97 211 3,17 355 « Despite several megaprojects, new industrial construction has fallen
TOTAL COMMERCIAL 122.34 128.19 134.03 146.23 155.64 43.5% year-to-date. Three major industrial projects this quarter are
(¥t/¥r % change) 14.1% 4.3% -4.1% 9.1% 6.4% - .

TOTAL INDUSTRIAL {manufacturing) 115.41 101.76 70.14 72.84 69.96 Valued at around $56 b|II|on Comblned.

(¥t/¥r % change)
Source: Construct Connect

229.0% -11.8% 9.1%

CREDE Perspective

CREDE is focusing on the stable growth in single-family residentials while navigating challenges in multifamily. The commercial construction decline
highlights the need for selective investments, but sectors like amusement and transport infrastructure present strong opportunities. In the industrial
sector, high-value megaprojects offer promising returns despite overall slowed activity.
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https://www.constructconnect.com/hubfs/Starts%20and%20PIP%20Forecast%20Report%20s/2024%20Q3%20CC%20Construction%20Starts%20Forecast%20Report%20final.pdf

FORECASTED NEW CONSTRUCTION PROJECTS:

INSTITUTIONAL, NON-RES, & CIVIL ENGINEERING

U.S. Forecasted Starts: Type-of-Structure « Institutional construction is projected to grow by 3.2% in 2024, building on the
(S Billions USD) two years of strong growth with starts at record levels. The largest gains are
Forecasts to be found in prisons and the medical subsectors, growing by 17% and

2025 2026 22.9% respectively.
Religious 1.22 1.26

Hospitals/Clinics 24.59 26.11 : : _ C oy : :
Nursing Homes/Assisted Living 3.45 3.63 - Total nonresidential building activity is expected to fall 8.3% in 2024. While we

Libraries/Museums 5.23 5.45 forecast a decline this year, it should continue to be noted that nonresidential
E“:f“r}ifﬁe ;;i ;;z building starts have been near record highs since the explosive growth in
olicey Fire . . . . . . 0 .

Prisons 5.98 5.69 2022. This is especially prominent in manufacturing starts

Military 14.99 15.77
Eﬁg‘[‘:“‘_"””“"‘“ﬁ izi 11‘:;1;555 . Civil engineering is set to continue its multiple years of growth with starts

) misc o =L . g 5 .« . . .

TOTAL INSTITUTIONAL 180,99 expected to increase by 18.5% in 2024. Miscellaneous civil engineering starts
(Yt/¥r % change) 3.7% and power projects are forecast to be the best performing subsectors, rising

Miscellaneous Non-Res Building by 46.1% and 48.7% respectively.
TOTAL MOM-RES BELD

(Yt/¥r % change)
Airport 9.82
Roads 109.02

Bridges 32.67 CREDE PerspeCtive

Dams/Canal/Mari 12.51 . . . . . .
ams/Canal/Marine We see strong strategic value in the growing institutional sector,
Water & Sewage Treatment 56.44

Misc Civil (Power, etc.) 61.77 especially with the expansion of medical and prison projects. The
TOTAL ENGINEERING 201.96 223.52 anticipated decline in nonresidential activity feels more like a market
(Yt/¥r % change) 29.1% 13.6% . . . : . .
adjustment after exceptional growth in manufacturing. The surge in civil
Source: Construct Connect . . . . . .
engineering, driven by power projects and infrastructure, signals a clear
shift in market priorities.
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Source: U.S. Bureau of Labor Statistics, Associated Builders and Contractors

CONSTRUCTION INPUT PRICING - PRODUCER PRICE INDEX

« Construction input prices increased 0.4% in July compared to the

previous month, according to an Associated Builders and Contractors
analysis of U.S. Bureau of Labor Statistics Producer Price Index data.
Nonresidential construction input prices also increased 0.4% for the
month.

Overall construction input prices are 1.1% higher than a year ago,
while nonresidential construction input prices are 0.8% higher. Prices
increased in all three energy subcategories last month.

Natural gas prices were up by 13.3%, while unprocessed energy
materials and crude petroleum prices rose 6.2% and 5.5%,
respectively.

CREDE Perspective

Even with the recent monthly rise in petroleum and natural gas
prices, input costs have stayed remarkably steady, with only a 1.1%
increase year over year. This limited price escalation over the past
12 months is a welcome relief, providing a level of stability that's
crucial in an otherwise unpredictable market.

CONFIDENTIAL AND PROPRIETARY INFORMATION | CREDE CONSTRUCTION DATA ANALYSIS - Q2 2024



https://www.abc.org/News-Media/News-Releases/construction-materials-prices-%20increase-in-july-for-first-time-since-april-says-abc

CONSTRUCTION COSTS - HISTORICAL COST INDEX

« In Q2 2024, construction material pricing was generally stable, with
fluctuations in certain sectors. Cold-rolled steel prices dropped sharply,
while clay brick prices surged.

« Near-shoring and reshoring efforts have stabilized pricing and improved
. supply chains. The industry's shift toward digitization is also set to
revolutionize material sourcing and pricing strategies.
« Manufacturing constraints and high demand have extended lead times
and raised prices, especially in HVAC and electrical equipment, with Al
and data center projects intensifying these challenges.

CREDE Perspective

While material pricing has stabilized, the construction industry needs to
stay agile, especially in sectors hit by rapid tech growth like Al and data
centers. Near-shoring is paying off, but with ongoing pressures in HVAC
and electrical equipment, strategic foresight and flexibility are key to
maintaining cost efficiency and project timelines.

Source: Gordian
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https://www.gordian.com/uploads/2024/05/Gordian_QuarterlyReport_2024_Q2_FINALFINAL.pdf
https://www.gordian.com/resources/q2-2024-construction-cost-insights-report/

NATIONAL AVERAGE COST OF CONSTRUCTION PER SQUARE FOOT

Offices
« Prime: Low $335 / High $564
« Secondary: Low $227 / High $357

Retail
« Shopping Center: Low $233 / High $445
o Strip Mall: Low $197 / High $339

Source: Cushman & Wakefield, Rider Levett Bucknall

Hotels Industrial Residential
« 5-Star: Low $472 / High $708 « Warehouse: Low $132 / High $209 « Multi-Family: Low $245 / High $423
. 3-Star: Low $318 / Hight $467 . Single-Family: Low $266 / High $480
Parking
Hospital « Ground: Low $115 / High $166 Education
« General: Low $585 / High $907 « Garage: Low $157 / High $237 « Elementary: Low $403 / High $568

« High School: Low $431 / High $637
« University: Low $540 / Hight $730
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https://s31756.pcdn.co/americas/wp-content/uploads/sites/4/2024/07/Q2-2024-QCR.pdf

NATIONAL AVERAGE COST OF CONSTRUCTION PER SQUARE FOOT (CONTINUED)

« In the second quarter of 2024, construction costs per square foot saw a
mixed trend across different sectors. Generally, there was a slight
increase in costs, with some materials experiencing price normalization
after the volatility of previous years.

« During Q2 2024, the U.S. national average increase in construction cost
is approximately 1.12 percent; compared to 1.31 percent in the first
quarter.

« Regionally, the Midwest felt greater impacts from declining metal prices
and rising labor rates. In most regions, material prices remained steady
from Q1 to Q2 2024, suggesting market stability after years of fluctuation.

CREDE Perspective

While the national construction market is stabilizing with a moderate

cost increase, regional disparities, particularly in the Midwest, highlight

the need for tailored strategies to manage localized economic impacts.

This environment presents an opportunity to refine cost management

and leverage emerging stability to maintain project efficiency and
Source: Rider Levett Bucknall budget control.
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NATIONAL CONSTRUCTION BUILDING COST INDEX

« In Q2 2024, the Construction Building Cost Index for U.S. non-residential

construction rose to 1421, a 0.92% increase from Q1 and a 4.10% rise
year-over-year from Q2 2023.

« Material prices have mostly stabilized, and lead times have shortened,

reflecting improved supply chains. However, mechanical and electrical
equipment still face delays, indicating ongoing challenges.

« Workforce development initiatives are addressing the skilled labor

Source: Turner Construction Company

shortage, especially in mechanical and electrical trades, which are
critical for the growing industrial and advanced technology sectors.

CREDE Perspective

The data shows a controlled rise in construction costs, with material
prices stabilizing and lead times improving, signaling a more predictable
market. However, delays in mechanical and electrical equipment and
skilled labor shortages highlight the need for targeted strategies in key
sectors like industrial and advanced technology.

CONFIDENTIAL AND PROPRIETARY INFORMATION | CREDE CONSTRUCTION DATA ANALYSIS - Q2 2024



https://www.turnerconstruction.com/insights/building-costs-increase-in-the-second-quarter-of-2024

FED PROJECTIONS - Q2 2024

« The near-term U.S. economic outlook has improved, with experts now
predicting 2.1% growth this quarter and 2.0% next, up from the previous
1.5% forecast, according to a Federal Reserve Bank of Philadelphia
survey.

« Forecasters expect real GDP to grow 2.5% in 2024 and 1.9% in 2025,
slightly revised up by 0.1 percentage points from three months ago.

« Unemployment rate projections remain steady, with expectations for a
rise from 3.9% in 2024 to 4.1% by 2027.

CREDE Perspective

The U.S. economy is improving, with growth projections slightly higher
than expected. However, the projected rise in unemployment signals
potential labor market challenges that could affect hiring. This
combination of growth and rising unemployment calls for strategic
planning and proactive workforce management.

Source: Federal Reserve Bank of Philadelphia
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https://www.philadelphiafed.org/surveys-and-data/real-time-data-research/spf-q2-2024

Source: Trading Economics, CorelLogic, S&P Global

LUMBER PRICING INSIGHTS

« Lumber prices have fallen by 78.44 USD/1000 board feet, or
13.70%, since early 2024, down from a mid-$50/green ton peak in
Q4 2022 due to a pulplog shortage.

« S&P Global Market Intelligence predicts a 5.8% decline in softwood
lumber prices in 2024, with a 4.2% rebound in 2025. Plywood
prices are expected to fall 0.6% in 2024 and another 0.9% in 2025.

« Drier logging conditions boosted production, increasing inventories
at sawmills. Many mills implemented weekly log quotas to prevent
excess logs and manage spoilage and inventory build-up.

CREDE Perspective

High mortgage rates, persistent inflation, and declining home
sales are straining hardwood lumber demand in the U.S,,
compounded by economic and political uncertainties. As a result,
lumber prices are expected to keep falling through 2024.
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https://cdn.tradingeconomics.com/commodity/lumber

STEEL PRICING INSIGHTS

« Steel prices declined in Q2 2024, with hot-rolled
coil (HRC) dropping to $885 per ton from $1,041.7
in the previous quarter. Currently, HRC prices in
the U.S. are below $700 per short ton.

« Cold-rolled steel products, like metal decking and
galvanized sheets, saw a significant double-digit
price drop in Q2 2024 due to lower demand and
improved supply chains.

« The drop in hot-rolled steel prices was driven by
increased production, lower raw material costs, and
a more stable supply chain.

CREDE Perspective

The steel market is seeing a notable price drop due to
increased production, better supply chains, and lower

Source: Steel Market Update, Gordian, Reuters raw material costs. This trend is expected to continue
through 2024, providing companies a chance to benefit
from lower material costs, optimize procurement, and
improve project margins.
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https://www.gordian.com/resources/steel-price-updates/

PVC PRICING INSIGHTS

« The Q2 ending price for PVC Pipe Grade FOB Texas stood at
USD 813/MT compared to 755/MT at the end of Q1 2024.

« Price increases were driven by constrained supply and rising
input costs, especially limited inventories and a two-month
high in crude oil prices.

« Severe weather, including hurricanes and floods, disrupted
demand and production, straining supply chains. Container
shortages and logistical issues also pushed PVC prices up.

CREDE Perspective

Despite the Q2 price uptick, we expect a decline and stabilization
through the rest of 2024. Economic uncertainties and cautious
buying will likely keep prices under pressure, with some
fluctuations, but the broader trend points to lower prices as the
market balances.

Source: Chem Analyst, Procurement Resource
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% Change In Index Avg/Avg

Inputs to Non Res Construction %
Inputs to Res Construction

Ready Mix Concrete
Concrete Pipe

Concrete Block & Brick
Paving Mixtures
Lumber/Plywood

Steel Mill Products
Fabricated Structural Steel

Steel Pipe and Tube
Sheet Metal

Asphalt Roofing/Siding
Rubber & Plastics
Gypsum Products

Flat Glass

Monferrous Wire and Cable
Copper & Brass Mill Shapes
Aluminum Mill Shapes

#2 Diesel Fuel

Source: CorelLogic, Ed Zarenski

CONSTRUCTION RAW MATERIAL COSTS

Materials Inputs Forecast for June 2024 - The national average for material costs in the U.S. increased

by 0.2% over the past quarter and decreased by -0.1% over

2021 2022 2023 | 2024 IDNH i': of the past 12 months.
Avg % Avg% | Avg% | JUN% 2;;3 =

-0.08% « A few construction Inputs are up 5%, Concrete Products and
0.15% Copper. Steel Products are down ytd 5% to 7%. Otherwise the
0.05% PPI for Construction Inputs is up year-to-date only 1% to 2%.
e

0.65% « Construction raw material costs are driven by supply chain
-0.22% disruptions, global economic conditions, severe weather,

-1.81%
-1.36%
-1.79%
0.01%
-0.67%

0.06% CREDE Perspective

0.00% : .
0.64% As we enter Q3 2024, the raw material landscape remains stable

0.42% with some shifts. Concrete and copper are rising, while steel prices

i:’i’ are easing. While overall costs may not change dramatically,

-3..3n;5 closely tracking specific materials will be key to navigating the rest
of the year.

energy prices, material availability, and regulatory changes.
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https://edzarenski.com/2024/01/17/construction-inflation-2024/

NATIONAL LABOR OUTLOOK

« The national average for labor costs in the U.S. increased by
0.7% over the past quarter and increased by 3.7% over the past
12 months.

« Payroll employment growth slowed in July, dropping to 114,000
from June's revised 179,000. Though job growth is concentrated
in specific sectors, gains remain notable and exceed 2019 levels.

« With the unemployment rate increasing to 4.3% in July, marking
its fourth consecutive month of rise, this data signals a potential
softening in the national labor market.

o If August's payroll figures show further weakening and inflation
continues to cool as reflected in July’s CPl and PCE readings,
the Federal Reserve is likely to consider a rate cut in September.

Source: US Bureau of Labor Statistics, The Conference Board

CREDE Perspective

The cooling national labor market, with slowing payroll growth and rising unemployment, signals a shift from recent months. While easing wage
pressures might offer some short-term relief, the broader trend suggests we should prepare for potential slowdowns in new project starts.
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CONSTRUCTION INDUSTRY LABOR OUTLOOK

« The construction industry employs over 8.1 million people, but demand
for talent is growing as spending is expected to rise in the coming
years. The industry will need more than half a million new skilled
workers annually.

« Year-to-date, residential construction jobs are up 1.0% with a 6.4% rise
in volume, non-residential jobs increased 2.0% with a 1.0% volume
rise, and non-building jobs grew 1.4% with a 1.3% volume increase.
Overall, total construction jobs are up 1.5%, with a 3.3% rise in volume.

« Labor costs in construction have been rising steadily. As of Q2 2024,
average hourly wages increased by 5.2% year over year and about
17% since the pandemic lockdowns in March 2020.

CREDE Perspective

The construction industry labor outlook presents challenges but remains
manageable. Wages are rising due to a persistent shortage of skilled

Source: National Center for Constuction Education and Research, Ed Zarenski labor, putting pressure on margins, particularly for smaller firms. However,
by focusing on strategic hiring, improving efficiency, and retaining top
talent, these labor cost pressures can be effectively managed.
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CONTAINER SHIPPING OUTLOOK

« In the first half of 2024, the average distance traveled by shipped
containers increased by 9.3%, resulting in an 18.3% rise in global
TEU miles.

FREIGHTOS BALTIC INDEX (FBX): GLOBAL CONTAINER FREIGHT INDEX

« If demand from May to December matches that of 2023, overall
demand for the year is expected to grow by 2.6%, with supply
increasing by 8.4%.

-« The market has been affected by an oversupply of container
capacity, which led to a decline in rates in 2023. A record number
of new ships in 2024 is expected to keep downward pressure on
rates.

« Rather than struggling to fill ships, carriers are now urgently

adding capacity due to the 18.3% increase in TEU miles.
Source: Xeneta, Freightos Terminal - FBX

CREDE Perspective

With demand growth at 2.5% and supply rising by 8.4%, overcapacity is no longer the main driver of freight rates. Carriers are rapidly deploying new ships to
secure larger volume contracts, increasing competition and rate fluctuations. While Houthi attacks in the Red Sea are a concern, we expect a modest decline in
freight rates in Q3 2024 as the market adapts to the new supply landscape.
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ENERGY OUTLOOK

. Crude oil prices are expected to average $89 per barrel in the
second half of 2024, up from $84 in Q1, driven by global oil
inventory declines of 0.7 million barrels per day in Q2 and 0.5
million in Q1.

« The Henry Hub natural gas spot price is forecast to average
$2.90 per MMBtu in the second half of 2024, up from $2.10 in
the first half. Lower prices early in 2024 were due to mild winter
weather, but reduced drilling has since tightened supply.

- Regular gasoline prices are expected to average $3.50 per
gallon in 2025, with consumption at 8.9 million barrels per day.
Despite improved vehicle efficiency, U.S. gasoline consumption
will be 1% lower than in 2023 and 5% below the 2018 peak.

Source: U.S. Energy Information Administration

CREDE Perspective

As we move into Q3, we’re anticipating a continued climb in Brent crude oil and natural gas prices. This upward trend will undoubtedly push energy costs higher
across the board, from transportation logistics to the production of energy-intensive materials like concrete and steel. The construction industry will need to stay
agile, managing these rising costs to protect margins and keep projects on track.
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Source: Willis Towers Watson plc.

INSURANCE MARKETPLACE REALITIES

« The market corrections of the past few years have contributed to improved insurer
combined loss ratios and a more stabilized rate environment in the construction industry.

« The challenge for contractors and their broking partners is to try to counterbalance the
market’'s continued upward rate pressure due to inflation and litigation expense with
each individual account’s own loss experience and risk mitigation strategies.

« Interest and investment in technology are rising to address labor shortages, improve
efficiency, and capture meaningful data. Al and robotics are gaining traction as
contractors work to meet growth goals and succession planning in a labor-constrained
environment.

CREDE Perspective

Top developers are doubling down on advanced technologies, using data analytics and key
performance indicators to sharpen performance and manage risk more effectively. This push
is also fueling a shift towards more collaborative project models, with a growing trend in joint
ventures and the adoption of alternative contract types like Public-Private Partnerships (P3)
and Engineering, Procurement, and Construction (EPC) contracts.
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MULTI-FAMILY FORECAST

« Demand outpaced new supply, with net absorption reaching 126,600 units in Q2—
the highest Q2 total in over 20 years and comparable to the pre-pandemic Q2
average.

« Construction completions hit 119,400 units in Q2, raising the four-quarter total by
29% year-over-year to a record 460,000 units. For the first time in two years,
quarterly demand exceeded completions, and the annual gap continues to narrow.

« There is expected to be a large influx of new apartment units in 2024, with over
900,000 units currently under construction and 440,000 units projected for delivery

« Q2 saw an 82% quarter-over-quarter increase in multifamily investment volume,
totaling $38.3 billion, with $10 billion of that attributed to Blackstone’s acquisition of
the AIR Communities portfolio.

« Year-over-year rent growth eased to 0.3% in Q2, down from 0.4% in Q1, but is
Source: FreddieMac, CBRE Inc. expected to accelerate in Q4 as occupancy levels increase.

CREDE Perspective

The data paints a clear picture: demand is outpacing supply, with net absorption hitting levels we haven’t seen in over 20 years. For developers, this is a strong
signal to stay aggressive but strategic, especially with over 900,000 units in the pipeline for 2024. Investors should take note—despite a slight dip in rent growth,
the market is set for acceleration in Q4 as occupancy climbs, making multifamily a prime area for investment with robust returns on the horizon.
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INDUSTRIAL FORECAST

« In the past two years, the U.S. completed a record 1.1 billion square feet of new industrial
space, much of it speculative. This surge raised the national industrial vacancy rate by 287
basis points, from 3.6% in mid-2022 to 6.4% by the end of Q2.

« Demand, as indicated by net absorption, reached 43 million square feet in the second
quarter, representing a 53% increase compared to the previous quarter’s figures.

« New supply, reflected by construction completions, also saw an uptick, totaling 123 million
square feet. However, this figure is expected to decline in the coming quarters due to a
reduction in the construction pipeline. The disparity between tenant demand and new
supply is anticipated to narrow in the second half of 2024, potentially reaching equilibrium
by early 2025.

- By the close of the second quarter, 342 million square feet of industrial space was under
construction, representing a 50% decrease from the 681 million square feet in progress a
year earlier. Although construction starts saw an uptick, the majority of these projects were
build-to-suit and manufacturing developments.

Source: Colliers U.S. Industrial Market Statistics

CREDE Perspective

The U.S. industrial real estate market is facing an oversupply, with rising vacancy rates as speculative construction has outpaced demand. However, strong demand in
sectors like Manufacturing and e-commerce and logistics presents significant opportunities, especially in markets where these industries are driving growth. As new
construction slows and the market moves toward equilibrium, these sectors are poised to benefit, with potential for strategic investments and development by early 2025.
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Source: Lodging Econometrics, Hotel Investment Today

« At the close of Q2, both the number of projects and rooms in the pipeline reached record
levels. The U.S. pipeline now comprises 6,095 projects, reflecting a 9% year-over-year
increase, and 713,151 rooms, up 8% from the previous year.

CREDE Perspective

HOSPITALITY FORECAST

« Currently, 1,171 projects with 147,611 rooms are under

construction, reflecting a 10% increase in projects and 4% rise
in rooms compared to last year. In the next 12 months, 2,350
projects with 268,378 rooms are set to break ground, showing a
5% increase in projects and 3% in rooms year-over-year. Early-
stage planning is also strong, with 2,574 projects (up 13%) and
297,162 rooms (up 15%) in development.

In the first half of 2024, 250 new hotels with a total of 29,777
rooms opened across the U.S. LE projects that by year-end, an
additional 400 hotels with 44,451 rooms will open, bringing the
total to 650 hotels with 74,228 rooms. This represents a 35%
increase compared to the 480 hotels (60,922 rooms) opened in
2023.

« Renovations and conversions remain strong in the U.S., with

2,007 projects (a 4% increase YOY) and 262,178 rooms (a 3%
increase YOY) currently underway.

This data clearly shows that the U.S. hospitality market is experiencing significant growth, with a record number of projects and rooms in the pipeline. For
developers and investors, this surge presents strong opportunities, especially as we anticipate a substantial increase in hotel openings by year-end 2024. The
continued momentum in renovations and conversions also underscores the potential for strategic investments in enhancing existing properties.
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LIFE SCIENCE FORECAST

« Net absorption of 294,390 square feet in Q2 was outweighed by
4.6 million square feet of new vacant space, pushing the
Lab/R&D vacancy rate up nearly 2 percentage points to 16.7%.

« Lab/R&D space under construction fell to 21 million square feet
in Q2, the lowest since Q2 2021. Nearly 5 million square feet of
new space was delivered, with just 7% preleased.

« Leasing activity dropped 17% quarter over quarter to 2.6 million
square feet, with 57% from new leases and expansions. Tenant
requirements also fell by nearly 1 million square feet, totaling
12.1 million square feet.

Source: CBRE Research, Globest

CREDE Perspective

The Lab/R&D real estate market is cooling, with rising vacancies as new space outpaces demand. Leasing activity is down, reflecting a pullback, and developers
are responding with caution, scaling back construction. We anticipate a period of adjustment with elevated vacancy rates through the rest of the year, but demand
should stabilize, leading to a more balanced market in 2025 as developers focus on pre-leasing to better align supply and demand.
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DATA CENTER FORECAST

« By the end of Q2 2024, around 30 million square feet of data
center space was under construction, with over 70% already pre-
leased. National data center vacancy rates remained low,
dropping slightly to 4.2%, down from 4.5% in the previous quarter.

. Capital investment in data center construction totaled $10.7 billion
in Q2 2024, reflecting a 12% increase from Q1 2024. The bulk of
this investment was directed toward the expansion of existing
facilities and the development of hyperscale data centers.

« In Q2 2024, over 65% of new data center projects incorporated
renewable energy solutions, primarily solar and wind. Nearly half
of these projects aimed for LEED certification or similar
sustainability standards, reflecting a strong commitment to

Source: CoreSite, Jones Lang LaSalle IP, Inc. environmental responsibility.

CREDE Perspective

The data center market is ripe with opportunity, with strong demand driving quick absorption of new projects and reducing speculative risk. The push toward
expanding hyperscale facilities meets the increasing need for advanced infrastructure, making large-scale developments particularly appealing. As the industry
continues its shift toward sustainability, projects that prioritize eco-conscious solutions will be well-positioned for investment, and we expect this trend to gain even
more momentum heading into 2025.
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OFFICE FORECAST

« The U.S. average office vacancy rate rose to 17.6%, up 10 basis points
from the previous quarter. The Central Business District (CBD) vacancy
rate hit 18.7%, a 20 basis point increase from last quarter and 130
basis points higher than a year ago. Suburban vacancy rates climbed
to 17.0%, up 10 basis points from Q1.

« U.S. net absorption for the quarter was negative 5.4 million square feet,
bringing the year-to-date total to negative 27.3 million. However, this
marks a significant improvement from the average quarterly losses of
negative 14.0 million square feet over the past two years.

- The average asking rent was $36.87 per square foot, down 0.1% from
the previous quarter but up 1.05% from the same quarter in 2023. This
marks the smallest year-over-year growth in over five years and the
first quarterly decline in two years.

Source: Colliers

CREDE Perspective

The rising vacancy rates and continued negative absorption highlight a challenging office market, with demand still trailing as companies adapt to evolving work
models. This trend is likely to persist throughout the rest of the year, making it crucial to focus on opportunities to reposition or enhance existing spaces to attract
and retain tenants. Strategic, cautious investment will be key, with a focus on markets where demand remains more stable and potential value can be unlocked in
underperforming assets.
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SELF-STORAGE FORECAST

« As of July's end, the national pipeline had 64.6 million net rentable
square feet (NRSF) under construction, 3.5% of existing stock, a
slight 10 basis point drop from the previous month.

« Construction starts slowed in Q4 2023 and Q1 2024, keeping the
pipeline stable in early 2024. New supply for the year is expected
at 59.6 million NRSF (3.2% of stock), with further moderation in
2025, dropping to 50.1 million NRSF (2.6% of stock).

« REIT results for Q2 2024 show slowing growth in the self-storage
sector, with declining occupancy and low street rates. Same-store
revenue growth was -0.2%, the first negative since Q3 2020.

Source: Yardi Matrix, Karr-Cunningham Storage

CREDE Perspective

The self-storage sector is cooling, with slowing construction and shifting market dynamics signaling a need for a more measured approach. As this trend
continues into 2025, focusing development in cities like Dallas, Phoenix, and Atlanta—where demand remains strong—will be crucial to avoiding
oversaturation. Strategic, targeted investment in these markets will be key to navigating these changes and capitalizing on real opportunities.
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Source: National Association of Realtors, Eye on Housing

HOUSING DEMAND

« Housing starts fell by 6.8% in July, down to a seasonally adjusted
annual rate of 1.24 million units, according to the U.S. Department of
Housing and Urban Development and the U.S. Census Bureau. This
marks the slowest construction pace since May 2020.

« The number of single-family homes under construction decreased to
653,000, marking a 4.1% decline compared to the previous year.

« Regionally, year-to-date combined single-family and multifamily
starts are down by 1.3% in the Northeast, 5.1% in the Midwest, 5.4%
in the South, and 5.1% in the West.

CREDE Perspective

The slowdown in new home construction reflects challenges like
affordability, high loan rates, and supply chain issues. Builders
are also dealing with labor shortages and limited lot availability,
slowing growth. However, by Q1 2025, there is optimism that
these pressures will ease, leading to a rebound in housing
activity as the market stabilizes and demand increases.
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