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Overview

« Economy facing increasing
challenges moving through 2025.

* Spending on construction of
buildings Is easing; starts much
weaker.

* Real estate market is stabilizing,
but architecture firms expecting
only modest gains in 2025.




Major monthly economic indicators point to stalled
inflation and interest rates but continued job growth

: : Change since

Consumer prices (change from yearago) 3.2% 2.8% -0.4 pct. points
3-mo. T-bills** 5.24% 4.20% -1.04 pct. points
30-yr fixed rate mortgage™* 6.94% 6.65% -0.21 pct. points
Consumer sentiment (index: Q1 1966=100)** 76.9 57.9 -19.0 points
Housing starts (SAAR)* 1.38M 1.37TM -0.7%
Retail sales ($B, seasonally adj.) $700.7 $722.7 +3.1%
Nonfarm payrolls (change in number, 000s) 119 143 +2,020

* Data for January 2024 and 2025. ** March 2025 figure
Sources: Bureau of Labor Statistics; Conference Board; University of Michigan; U.S. Census Bureau 3
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National job growth —while healthy —has been
trending down

Monthly change in national payroll employment(000’s)
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30 -year fixed rate mortgage volatility caused by outlook
for inflation and economic growth

Interest rate on 30 -year fixed rate mortgage
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An Economic Slowdown Coming?

 Tariffs expected to lead to increased inflation; Fed on
hold with future rate cuts.

« Economic uncertainty is increasing; consumer and
business confidence is weakening. Stock market
volatility underscores investor nervousness.

* Federal layoffs expected to slow job growth.

* Freezing/claw back of approved federal spending (e.g. |
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economic growth in near term.

» Immigration crackdown creates labor market shortages,

particularly for industries reliant on foreign-born labor.
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Nationally, house prices have been on a tear, although higher
mortgage rates have slowed the growth

CorelLogic National House Price Index (NSA, Jan. 2000=100)

+52% above
prepandemic
level
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Notes: Index includes single family attached and detached structures. Data through December 2024.
Source: S&P CorelLogic CaseShiller Home Price Indices: National Home Price Index (HPI).
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Do we have a housing shortage? Last decade saw
historically low levels of homebuilding

Housing starts over the decade (millions of units)
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With years of underbuilding, there is a significant
national housing shortage, but estimates vary widely

National Association of Home Builders 1.5 million
Freddie Mac 1.5 million
John Burns Research and Consulting 1.5 million
Moody’s Analytics 3.0 million
Up For Growth 3.8 million
Fannie Mae 4.4 million
National Association of Realtors 5.5 million
Realtor.com 6.5 million
National Low Income Housing Coalition 7.3 million

Source: Joint Center for Housing Studies and JoshZumbrum, Wall Street Journal, April 14, 2023.
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Construction executives see both negatives and
positives from proposed Trump administration policies

During the coming Trump administration, which of he following potential changes would have the biggest impact on your
business? (% of respondents)

40% 36.4%

23.8%
20%
14.1%
. = = =
0% . - -
Rollback of Interest rate cuts Potential for Stricter Removal of EV Other
environmental increased tariffs immigration mandates
regs. policies

Source: Equipment World online poll, December 2024; 206 contractors responded.




Impacts of tariffs on the
economy and construction

Mexico —largest trading partner
« 2023 imports totaled $475 B; exports $323B

« Key products imported.cement; gypsum;
household appliances

Canada—2nd largest trading partner
« 2023 imports totaled $418 B; exports $354B

» Key products imported:lumber;
iron and steel; construction equipment

China—3™ largest trading partner

« 2023 imports totaled $427B; exports $148B m i
» Key products imported:furniture; plastics; TR

electronics




Mexico, Canada, and China account for a majority of
imports for many construction commodities

Share of imports by product line, 2023

Import share Share of imports for product line

of U.S. _ : 3-Country | Rest of

Wood products 22% 3% 49% 8% 60 % 40%
Steel 25% 11% 25% - 36% 64 %
Aluminum 50% 7% 41% 9% 57% 43%
Fuel/ oil 19% 7% 51% - 58% 42%

Furniture/light

: 22% 19% 8% 28% 55% 45%
fixtures, etc.

Source: U.S. Census Bureau.


Presenter Notes
Presentation Notes
                                                                                                                                                                                                                                                                                                                          


Inputs to construction rose 0.5% in February (6%
annualized) with tariffed products rising the most

Change in construction costs, February 2025, monthly and annualized

Feb-25 m Annualized
40%
32.4%

30%
20.4% 21.6%
20%
12.0%

10% 6.0% 7.2% 6.0%

0.5% | 0.6% 03<y3'6% 1.7% 2.7% 1.8% 1.0% 0.5% | 0.0%%0% 0 40/4'8% 0.09,24%

.D/0 .07 . . 5% . 4% .
0% . : . ° ] ‘.

-1.3%
-10%
-20% -15.6%
All Goods  Services Lumber & Steel mill Copper & Aluminum Insulation Plastic Gypsum Flat Concrete
const. inputs inputs plywood products brass mill materials const.  products glass
inputs shapes products

Source: Produce price indexes, Bureau of Labor Statistics, February 2025



Construction labor force

12 million workers nationally

3 million foreign born
« 25% of industry total
* A third of craft workers

« Over 40% of workers in:
plaster/stucco; drywall; roofers;
painters; carpeting/flooring
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On average, just over a third of construction trades are
foreign born; for some trades, share is much higher

Share of construction workers who are foreign born, by trade, 2023
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Source: U.S. Census Bureau, American Community Survey, 2023, as compiled by Joint Center for Housing Studies.




Southern states generally have a higher share o
foreign -born in their construction workforce

Share of construction trade workers that are foreign born by state, 2023

10%to19% -l 30%to39% PCLEALELEH Over 50%

Source: JCHS tabulations of US Census Bureau, 2023 American Community SurveyYlear estimates




Construction trades heavily reliant on foreign -born;
lower shares of women, college educated, older workers

share of workers (percent)

B Construction Trades m US Labor Force
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10 6.2

2007 2012 2017 2022 | 2007 2012 2017 2022 | 2007 2012 2017 2022 | 2007 2012 2017 2022 | 2007 2012 2017 2022

Foreign-Born Women College Educated Self-employed Age 55 & Over

Notes: The construction trades labor force includes workers with construction management and trades occupations within therstruction industry. Data include workers housed
in non-group quarters that are either employed or unemployed but available for and seeking work.
Source: JCHS tabulations of US Census Bureau, American Community Surveys.



Promoting “Beautiful Federal Civic Architecture”

PN

* InJanuary, Trump executive order instructs
the US General Services Administration
develop a new policy for procuring designs
for federal buildings.

e The memo calls for revisions to the
GSA’s guiding principles for federal
architecture.

* Trump’s action drew an immediate outcry
from the American Institute of Architects.

 The AlA expressed “strong concerns that
mandating architecture styles stifles
innovation and harms local communities.”

e Stay tuned...
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« Economy facing opportunities but
also several challenges entering
2025.

« Spending on construction of
buildings Is easing; starts much
weaker.

» Real estate market is stabilizing,
but architecture firms expecting
only modest gains in 2025.




Moving through 2024, construction spending growth
beginning to slow, particularly in the commercial sector

Billions of $, 2024 vs. 2023 totals

| 2023 | 2024 | %Change

Total Nonresidential Building Construction $792.4 $843.1 6.4%

Commercial/ Industrial $459.1 $484.2 5.5%
Lodging $24.7 $23.4 -5.6%
Office $99.0 $101.1 2.2%
Commercial (retail & other) $141.7 $126.5 -10.7%
Manufacturing $193.6 $233.2 20.4%

Institutional $333.3 $358.9 7.7%
Healthcare $65.4 $68.6 4.9%
Education $120.2 $130.3 8.4%
Religious $3.8 $4.2 9.3%
Public Safety $14.4 $18.9 31.0%
Amusement & Recreation $36.2 $40.2 11.0%
Transportation $65.2 $68.1 4.4%
Communication $28.0 $28.6 2.1%

Source: U.S. Census Bureau, Value of Construction Put in Place



For January 2025, construction spending growth has

slowed even more

Billions of §, Jan. 2025 vs. Jan. 2024 totals not seasonally adjusted

| 2024 | 2025 | %Change

Total Nonresidential Building Construction $62.7

Commercial/ Industrial $37.1
Lodging $1.8
Office $7.8
Commercial (retail & other) $9.9
Manufacturing $17.5

Institutional $25.6
Healthcare $5.5
Education $8.9
Religious $0.3
Public Safety $1.3
Amusement & Recreation $2.7
Transportation $4.7
Communication $2.2

Source: U.S. Census Bureau, Value of Construction Put in Place

$64.9 3.6%

$37.9 2.2%
$1.8 -0.3%
$8.1 4.0%
$9.4 -4.8%

$18.5 5.6%

$27.1 5.6%
$5.5 -0.6%
$9.5 7.2%
$0.4 6.4%
$1.5 8.6%
$3.0 12.4%
$5.0 6.3%
$2.2 2.2%

13



Since 2021, spending on manufacturing construction has
almost tripled, averaging 43% growth per year

Construction spending for manufacturing facilities, billion of $

250 1 $233.2
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$60. $78.8 $72.0 $75.0 g
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Source: U.S. Census Bureau construction spending reports 14




The share of construction spending for manufacturing,
warehouses, and data centers has grown dramatically

Share of nonresidential building construction spending

35% —— ==Manufacturing
30% Warehouses
—=Data Centers 26.2% 27.7%
25%
o 19.1%
20% 16.8%
— 15.0% 15.7%
15% T 11.9% 11.3%
9.9%
10% . 8.2% :
6.9% 6.4%
S 7% 1.8% 1.9% 21% 2.4% 34%
O% T [ T [ T [ T [ T T
2019 2020 2021 2022 2023 2024

Source: Construction spending reports, U.S. Census Bureau
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However, construction starts for buildings slowed in

2024, particularly for manufacturing

Percentage change in value of nonresidential construction starts, 2024 vs. 2023

20%
4.8% 7-2%
T e
-8.5%
-20%
-40%
-51.3%
-60%
Tot. nonres bldg. Commercial Manufacturing Institutional

Source: ConstrucConnect, January 2025
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Construction starts for commercial facilities were
generally weak last year...

Percentage change in value of nonresidential construction starts, 2024 vs. 2023
50%

40%

30.2%
30%
20%

10% 4.8% 7.4%

0, —

-10%
-13.1%

Total commercial Priv. office” Sport/ Retail
Conv. Centers

-20%

* Includes data centers
Source: ConstructConnect, January 2025

-13.9%
Warehouse
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...While institutional building starts were generally
healthier

Percentage change in value of nonresidential construction starts, 2024 vs. 2023

30%
24.0%
20%
13.6%
o0 10.7% 9.6%
° 7.2%
2.8%
0%
Total Educ.:K-6 Educ.: Jr./ Sr. Educ.: Medical offices Government
Institutional College/Univ. offices

Source: ConstrucConnect, January 2025
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Early 2024 spike in Project Stress Index has moderated,
but recently has been volatile

Project Stress Index value: calculated as comparison to the average weekly scores of 2021.
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Note: composite index is a equal weight average of indexed readings for bid date delayed, on hold, and abandoned projects
Source: ConstructConnect, March 2025 — March figures are preliminary




Recently flux in Project Stress Index due to volatility in
abandoned projects

Project Stress Index value: calculated as comparison to the average weekly scores of 2021.
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Though volatile, natural disaster losses from large -scale
events have dramatically increased

Billions of 2020 Dollars Harvey
Irma
350 - Maria
2025 damage estimates:
300 - Calif. wild fires - $165B _
Katrina
250 - Rita Helene
Milton

200 -

lda lan

150 -

Trend Line
% - B At

50

0

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Notes: Dollar values are adjusted for inflation using CRIU. Costs include only natural disaster events that generate over $1llmn in damages after adjusting for inflation
Source: JCHS tabulations of National Oceanic and Atmospheric Administration (NOAA) National Centers for Environmental Informiemn (NCEI) U.S. Billion-Dollar
Weather and Climate Disastershttps://www.ncdc.noaa.gov/billions/ 22



https://www.ncdc.noaa.gov/billions/

Work on existing facilities currently accounts for about
half of design activity

Renovations, rehabilitations, additions, and historic preservation as percent of firm building design billings

60%
49.3% 0
50% 48.0% 46.4%

44.2% 44.0%  45.0% 44.4M —

40% /
35.1%
34.4%

30%

20% T T T T T I T T
2005 2008 2011 2013 2015 2017 2019 2021 2023

Source: AlA Firm Survey Report, The Business of Architecture, various years
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« Economy facing opportunities but
also several challenges entering
2025.

« Spending on construction of
buildings Is easing; starts much
weaker.

* Real estate market is stabilizing,
but architecture firms expecting
only modest gains in 2025.




The AIA/ Deltek Architecture Billings I ndex

Monthly survey of business conditions at US architecture
firms; covers multifamily residential, commercial,
Industrial, and institutional sectors.

Panel of participating firms is representative of all firms
nationally in terms of size, location, and practice
specialization.
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Almost 30 years of historical information to track previous
cyclical patterns.

ABI leads construction spending activity by 912 months
with high degree of accuracy.

Index centered around 50; scores above 50 indicate
national increase in billings; scores below 50 a decline.



Architecture firm billings have been volatile recently,
recently falling back again

Diffusion index: 50 = no change from previous month, seasonally adjusted
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Source: AlA/Deltek Architecture Billings Index 24




Billings, new design contracts, and project inquiries all have
remained weak recently

Diffusion index: 50 = no change from previous month, seasonally adjusted
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Inquiries
50 - —_—=
40
30 /
20 I I I I I I I I I I I I I I I I I
A A (A2 10 N 10 20 fL’\ ‘L'\ fL’\ 2 :ﬂ 2t fﬂ IE P AP (AP AP ,’Lb‘ be‘ 2 AP
W p WY 00\ 5 BT AN O o T W 0T 4 gt T WY oS T o gt Y oS T o gt aY T o o

Source: AlA/Deltek Architecture Billings Index 25




All major specializations have been weak; institutional
sector has seen most potential

ABI scores by quarter for 2023, and 2024

m2024-1 wm2024-2 © 2024-3 m2024-4 + 2025-1*
55

50 49.3 50.1
4 47.2 I 484 47 4
5.7 45.9 . .
45.0 45.0 ]
4 43.9 44.6 431 44.5
4
3
3
25

MF residential Commercial/industrial Institutional

(9)]

o

(9)]

o

*January data only
Source: AlA/Deltek Architecture Billings Index
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Architecture firm backlogs - averaging around 6.5
months —have been trending down recently...

Average backlog at architecture firms (months)
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Source: AlA Work-on-the-Boards survey



Firms report that almost 30% of recent project activity
either delayed, stalled or cancelled

Average share by dollar value of project over past six months affected in each of the following ways

% canceled/abandoned
4%

% proceeding as normal

72%
% on hold/indefinitely stalled °

10%

% significantly delayed
14%

Source: AIA Work on-the-Boards survey, January 2025
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Firms are projecting only modest revenue gains in 2025

Current projections for net revenue growth in 2025 % of firms

Up 25% + Down 25% +
Up 10% to 24%  2:4% 3.0%

7.0% Down 10% to 24%
‘.. 6.1%

Down 5% to 9%
16.4%
Up 5% to 9%
31.5%
Within 5% of 2024
33.6%

Source: AlIA Work on-the-Boards survey, October 2024
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Commercial property values have largely stabilized; office

declines decelerating, industrial values weakening
Change in price index for January 2025

M 1-mo. 3-mo. T-yr.

10%

. 3.9% 50%

5% 3.4%

1.6% 1.5%
1.09
0 0.5% -070.3% 0.7% ] 0.0%
0% — —
-0.5% -0.2%
-1.6% -1.6%
-5%
-5.1%
-10%
All types Apartment Office Retail Industrial

Source: RCA Commercial Property Price Indexes



Apartment property value declines from a high base;
offices from a low one

Index of repeat sale property values: 2006:4 = 100

250
—All-Property  —Apartment Retail Industrial Office
200
150
100 /\\
\ -
50

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Source: RCA Commercial Property Price Indexes, data thru January 2025




Data centers, healthcare, multifamily viewed favorably by
investors this year; retail, hospitality, office unfavorably

Share of investors planning to increase investment from 2024 minus share planningp decreaseinvestment (% of firms)

40% 35%
30% 23%
20% 12%
10% 4%
0%
-10% -7% -8%
-20%
-30%
-40% -38%
-50%
Data centers Healthcare Multifamily Industrial Retail Hospitality Office
residential

Source: PERE investor Perspectives 2025 Study
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As manufacturing construction cools, nonresidential
building spending expected to see only moderate growth

Billions $ / % change —eonstruction spending on nonresidential buildings

Spending, m 2024 est. spending levels ®2025 % change = 2026 % change annual
$billions % change

$800 - $745 ~ 40%
$700 - - 35%
$600 - - 30%
$500 - - 25%
$400 - - 20%
$300 $250 $235 $260 15%
$200 - - 10%

$100 | 299 2.6% {70, 427 lz.e% 3.4% 59,

$0 : , 0%
-2.5% - 5%

Total Commercial Manufacturing Institutional
Nonresidential

Source: AlA Consensus Construction Forecast Panel, January 2025




Data centers driving modest office gains;
hotels expected to see healthy growth

Billions $ / % change —eonstruction spending on nonresidential buildings

Spending, annual %
$billions m 2024 est. spending level m2025 % change ' 2026 % change change
$300 - - 30%

$250
. | 0
$250 21.9% 25%
$200 - - 20%
14.6%
$150 - $127 - 15%
$100
$100 - s 89% - 10%
60
| 4.2% gof-0% 4.7% o
$50 1 7% o 5%
$0 - - 0%
- o
0.6% -2.0% e
Total Office Data Centers Retail/Other Warehouse Hotel
Commercial Comm.

Notes: Data center spending included in office category; warehouse included in retail and other commercial
Source: AlA Consensus Construction Forecast Panel, January 2025
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Major institutional sectors expected to see healthy
growth this year before moderating a bit in 2026

Billions $ / % change —eonstruction spending on nonresidential buildings

Spending,
$billions

$350 -
$300 -
$250 -
$200 -
$150 -
$100 -

$50 -

$0 |

$260

m 2024 est. spending level

3.4%

$68

Total Institutional

Note: Not all institutional categories reported in chart
Source: AlA Consensus Construction Forecast Panel, January 2025

4.3% 3 go,

m 2025 % change

$129
9% 3.7%

Health

2026 % change

5.8%

$40 1.6%

Education

annual %
change

Amusement and
Recreation

14%
12%
10%
8%
6%
4%
2%
0%
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Summing Up

J Both opportunities and challenges define the
current economic outlook, however uncertainty is
the overriding concern and is threatening to derail
the current economic expansion.

Q Tariffs, immigration, and housing affordability
are some of the key issues facing the economy
in general, and the construction sector specifically.

O The nonresidential building sector has been performing well in recent years, but has been
overly reliant on a few key sectors.

O Architecture firms have seen no significant increase in billings since midear 2022,
though institutional firms have performed the best.

L With property values depressed, commercial construction is expected to see only modest

growth this year and next; institutional markets are looking healthier.
D | EaEEwmmmmmmmmmmmmmmmm
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