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August 2017 1.70%
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ABC Construction Backlog
Amount of commercial construction to be performed in coming months

AIA Architectural Billing Index - 50 or above indicates growth

FMI Non-Residential Construction Index - 50 or above indicates growth

Performance Key:
Core Inflation Rate - Target is 2%

Gross Domestic Product - Healthy rate of growth is 2-3%

Good
Average
|

Poor
Housing Starts - Single Family - Declining trend indicates slowing economy
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BACKLOG

ABC’s Construction Backlog
Indicator ‘Returns to Earth’ in
Second Quarter

CONSTRUCTION BACKLOG INDICATOR

Associated Builders and Contractors (ABC) today reported its Construction
Months of Change from

. . Regi % Ch
Backlog Indicator (CBI) fell to 8.6 months during the second quarter of 2017, eaten Backlog ' C""9° L S
. Northeast 9.70 11.8% 1.02 months
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Construction backlog was bound to return to Earth in the second quarter; T o = 033 monthe
said ABC Chief Economist Anirban Basu. “The first quarter of 2017 saw CD';';?:;‘;“”Z’: 166 S i6Simonihs
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not be viewed as a surprise that backlog shortened modestly in the second 7100 Wiion P menhs
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‘Some contractors had hinted that backlog may become a bit
more erratic after the first quarter due to a combination of growing Northeast
. o . . . . 02 201% 7.19 months
concerns regarding overbuilding in certain sub-markets in certain M Ity
cities and weak public construction spending in much of the T 257momts
nation,” said Basu. “Still, backlog data remains elevated by historic west MIDDLE STATES
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standards and remains above its year-ago level. The primary 0212017 §&2 monthes Q22017: 751 morthe
implication is that the construction recovery cycle has not yet 1
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“With interest rates remaining low, U.S. and global economies QI 10 mont
improving and plentiful capital available, private construction
*includes Alaska and Hawaii l- -1.80 months

activity should remain formidable. However, public construction
continues to languish, which has placed a ceiling on backlog

throughout the current cycle

Industry Highlights

Backlog in the commercial/institutional
segment slipped to 8.4 months during the
second quarter, but that still represents the
second highest level for the indicator since
the fourth quarter of 2014. The implication
is that private commercial construction will
remain robust for the foreseeable future.

©Associated Builders and Contractors, Construction Backiog indicator

Average backlog in the heavy industrial
category fell to 5.5 months during the
second quarter, meaningfully lower on both
quarterly and annual bases. There have
been many forces at work, including slowing
auto sales, downward pressure on prices in
a number of key manufacturing segments
and soft exports. Recent weakening of the
U.S. dollar should stimulate exports, which
should eventually translate into longer heavy
industrial backlog.

Backlog in the infrastructure category
expanded during the second quarter to 11.7
months, the second highest reading on
record. That is particularly interesting given
that Census Bureau data continue to indicate
that infrastructure spending remains weak
and many categories remain in decline. It
may be that a significant number of firms
have left the industry or been acquired over
time, leading to fewer players, which is
associated with longer average backlog.

Basu, A. (2017, October 8). ABC’s Construction Backlog Indicator ‘Returns to Earth’in Second Quarter. Retrieved from www.abc.org: http://www.abc.org/NewsMedia/ConstructionEconomics/
ConstructionBacklogIndicator/tabid/272/entryid/9674/abcs-construction-backlog-indicator-returns-to-earth-in-second-quarter.aspx
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NON-RESIDENTIAL CONSTRUCTION INDEX (NRC)

FMI Construction Outlook
Third Quarter Report

Key Takeaways:

. Looking ahead to 2018, FMI continues to forecast a 5% increase in total construction spending over 2017.

The primary growth segments in 2018 are expected to include residential, commercial, lodging, office and
manufacturing—all with forecast growth of 5% or more. Most other segments are likely to grow roughly with
the rate of inflation and may therefore be considered stable. Sewage and waste and water supply are the only
segments expected to decline in 2018

2017 Construction Segments

upP STABLE DOWN JP STABLE DOWN JF STABLE DOWN
%o 5%
2017 COMPARED TO 2016 2017 COMPARED TO 2016 2017 COMPARED TO 2016
Up Stable Down
= Single-family = Health Care = Educational
= Multifamily = Amusement and Recreation | = Religious
= [mprovements = Transportation = Public Safety
= Lodging = Communication = Manufacturing
= Office = Power
= Commercial = Highway and Street
= Sewage and Waste
= Water Supply
= Conservation and Development

Nonresidential Construction Index (NRCI)
Score Since Inception Q1 2010 to Q4 2017

(Scores above 50 indicate expansion; scores below 50 indicate contraction.)
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Bowman, J., & Strawberry, B. (2017). FMI’s Construction Outlook Third Quarter Report.
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ARCHITECTURE BILLINGS INDEX (BI)

Firms in the South most likely to
have already seen impacts from
recent hurricanes

Business conditions at architecture firms softened modestly in September, as AlA's Key June ABI highlights:
Architecture Billings Index (ABI) score declined to 49.1. Billings have been growing at

a strong pace in recent months, so it is too early to determine whether this is a new
trend or just a modest course correction. In addition, per the results from this month's
special topical question to survey panelists regarding the impact of hurricanes on their

Regional averages: South (54.0),
West (48.4), Northeast (56.9),
Midwest (50.4)

business, while some firms have seen an impact on their projects it is generally too + Sector index breakdown:

early to have seen much of an effect on billings. multi-family residential (51.0),
institutional (51.0), commercial /

Inquiries into new projects and the value of new design contracts continued to increase, industrial (54.0)

although slightly fewer firms reported an increase in September than in August.
Backlogs at architecture firms also remained essentially unchanged from the second
quarter to the third quarter, at 5.8 months, on average.

Design contracts: 52.9

The regional and sector categories
are calculated as a 3-month moving
average, whereas the national index,
design contracts and inquiries are
monthly numbers.

The general economy showed more signs of the impact of the hurricanes in September,
with nonfarm payroll employment posting its first monthly decline in seven years.
However, the decline was generally modest (33,000 positions), and largely in industries
that were directly impacted by shutdowns related to the storms (food service and

drinking places). Architectural services employment figures are always released one
month after national employment numbers, and were essentially flat from July to

August, with a modest decline of 700 positions. In total, architectural services employment
has still added more than 8,000 positions in the last 12 months.

New residential construction also declined modestly in September, with housing starts declining by 4.7 percent from August
and building permits for new privately-owned housing units falling by 4.5 percent. However, housing starts remain 6.1 percent
higher than they were one year ago, a generally positive sign for future growth.

American Institute of Architects (US). (2017, October). ABI September 2017: Firms see modest slowdown in billings. Retrieved from aia.org: https://www.aia.org/pages/158846-abi-september-
2017-firms-see-modest-slowdow

Over 38 years ago, Miles-McClellan Construction Company set the
standard for client satisfaction: Delivering technical excellence to every
client, every project, every time. Today, we continue to hold ourselves to
this same standard. If we demand this much of ourselves, shouldn't you
demand it too?

MILES*McCLELLAN . i .
CONSTRUCTION To learn more or discuss an upcoming project, contact us today

Call: 614.487.7744 | 8 Email: matt.mcclellan@mmbuildings.com

These projections are based on assumptions of fact which may not occur, and are speculative in nature. These projections have not been reviewed or approved by independent accountants or legal
counsel or other advisors. Such assumptions are subject to variations that may arise in the future and which may be beyond the control of the corporation. Any change or variation in any of the
assumptions would change the projected financial statements and analysis. No representation or warranty, express or implied, is intended as to the reasonableness or accuracy of these projections
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