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Partner & Real Estate Senior Analyst
As one of RSM’s real estate partners and senior analysts, my job is
to understand, forecast and communicate economic, business and
technology trends shaping middle market real estate businesses.
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Partner & National Construction Leader
As the construction industry sector leader my role is to make certain
our clients experience the Power of Being Understood by ensuring
our industry depth and resources are brought to where they are
needed.
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Agenda
Overview of construction spending 10
A look ahead with leading indicators 15
Pricing challenges and market volatility 10
Getting people back to the job site 10
Uncertainty regarding municipal financing 5
Housing market is red hot! 10
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Objectives

By the end of this course, you will be able to:
» Demonstrate an understanding of the overall construction market

» Converse with clients about key economic and market trends that are
impacting the construction industry now and in the future
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CONSTRUCTION

SPENDING

Construction Spend vs Employment

Construction Spend

* A0.2% increase in July
2020 represents the first
increase since January

Construction Employment

» Construction Employment
increased 0.2% in August

* Non-residential
construction led in August
growing 1.3% MoM
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Construction Spend
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Leading Indicators
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Leading Indicators

Construction Backlog Indicator
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Construction Starts

450,000
400,000
350,000
300,000
250,000

200,000

Millions ($), SAAR

150,000

100,000

50,000

—Non-residential —Residential Non-building

ﬁvﬂl e~
' Source: Dodge Data & Analytics
BN S © 2020 RSM US LLP. All Rights Reserved.




11/3/2020

RSM US Alliance
N N

RSM

FIRMFOUNDATION

Advice, tools and resources for CPAs

RSM Canada Alliance
N

RSM

PRICING ISSUES

MAvalara

mr.:;l\ Island Capital

Volatile Pricing Will Be An Issue
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Construction Producer Price Index
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RETURNING TO

WORK

Getting People Back To The Job Site
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Construction JOLTS

Job Openings Hires, Layoffs/Dlscharges,
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Uncertainties Regarding Government Funded Projects
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State GO Bond Ratings

ﬁ Source: Bloomberg State GO Bond Rating
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Name Moody S&P Fitch KBRA [Name Moody S&P Fitch KBRA [Name Moody S&P Fitch KBRA
IAlabama Aa1 AA AA+ Kentucky Ohio Aa1 AA+ AA+
|Alaska Aa3 AA- A+ Louisiana Aa3 AA- AA- Oklahoma Aa2 AA
IArizona Maine Aa2 AA Oregon Aa1 AA+ AA+
IArkansas Aa1 AA Maryland Aaa AAA AAA Pennsylvania Aa3 A+ AA-
California Aa2 AA- AA Massachusetts Aa1 AA AA+ Puerto Rico Ca D D
Colorado Michigan Aa1 AA AA Rhode Island Aa2 AA AA
South
Connecticut A1 A A+ AA- Minnesota Aa1 AAA AAA Carolina Aaa AA+ AAA
D.C. Aaa AA+ AA+ Mississippi Aa2 AA AA South Dakota
Delaware Aaa AAA AAA AAA Missouri Aaa AAA AAA Tennessee  Aaa AAA AAA
Florida Aaa AAA AAA Montana Aa1 AA AA+ Texas Aaa AAA AAA AAA
Georgia Aaa AAA AAA Nebraska Utah Aaa AAA AAA
Guam BB- Nevada Aa1 AA+ AA+ Vermont Aa1 AA+ AA+
New
Hawaii Aa2 AA+ AA+ Hampshire Aa1 AA AA+ \Virgin Islands
Idaho New Jersey A3 A- A- A Virginia Aaa AAA AAA
Illinois Baa3 BBB- BBB- New Mexico Aa2 AA \Washington Aaa AA+ AA+
Indiana New York Aa1 AA+ AA+ AA+ \West Virginia Aa2 AA- AA
lowa North Carolina Aaa AAA AAA Wisconsin  Aa1 AA AA+ AA+
Kansas North Dakota \Wyoming
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Private Residential Construction Spend
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Housing Starts vs. Permits
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U.S. Residential Construction Index
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Residential Construction Indicators— September 2020

US Housing Starts and Permits (August) Private Residential Construction Spend by Type (July)

Housing starts declined
5.1% month aver month in
August, while farward-
looking bullding permits
held steady with a slight
decline af 0.9%. In April at
the height of the COVID
restrictions, housing starts
fell under 1M for the first
time since 2015. Since then,
housing starts have climbed
‘back to the equilibrium
levels of approximately
15M.
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Residential construction
spend increased slightly in
July. This increase in
spending was primarily
driven by increases in both
single Family and mults
family spend. Home
improvement spending
remained faicly flat month
over month.
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US Residential Construction Index (August) Lumber Prices — Composite Index (August), Lumber Futures (Sept 22)

‘The Homebullder Confidence
Index hit a record high of 83 in
September. All 3 components
of the survey rose during the
month. Conditions remain
prime for homebuilders as
home buyer traffic remains
high powered by low interest
rates and a migration to the
suburbs, One pause for
concern may be increasing
lumber prices which have
increased substantially since
April.

For mote information and other economic insights check out RSMI's The Real Econamy Blog at
https://reateconomy.rsmus.comy and follow RSM's Construction Senior Analyst, Nick Grandy on Linkedin

US Lumber Framing Lumber Composite Index Envaber prices conttrued o

increase exponentially
through August 2020, Per
NAHB analysis, the increases
attributed to an increase of
more than $16,000 in the
price of 3 new single family
home

1000 Random Length Lumber Futures

As trading for lumber futures
maved to November futures,
prices have begun to decrease
due to seasonal markets for
lumber. Even with the
decrease in price, current
futures are still about twice as
high as usual,
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This document contains general information, may be based on authorities that are subject to change, and is not
a substitute for professional advice or services. This document does not constitute audit, tax, consulting,
business, financial, investment, legal or other professional advice, and you should consult a qualified
professional advisor before taking any action based on the information herein. RSM US LLP, its affiliates and
related entities are not responsible for any loss resulting from or relating to reliance on this document by any
person. Internal Revenue Service rules require us to inform you that this communication may be deemed a
solicitation to provide tax services. This communication is being sent to individuals who have subscribed to
receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network
of independent audit, tax and consulting firms. The member firms of RSM International collaborate to provide
services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each
member firm is responsible only for its own acts and omissions, and not those of any other party. Visit
rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.

RSM, the RSM logo and the power of being understood are registered trademarks of RSM International
Association.
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