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ANTITRUST STATEMENT

The Portland Cement Association assigns the highest priority to full
compliance with both the letter and the spirit of the antitrust laws, and it is
vital that this meeting be conducted in a manner consistent with that policy.

If at any time during the course of the meeting, PCA counsel or staff believe
that a sensitive topic under the antitrust laws is being discussed, or is about
to be discussed, they will so advise the meeting and halt further discussion.

As attendees at this meeting, you should likewise not hesitate to voice any
concerns you may have in this regard. It is important to bear in mind that
those in attendance at this meeting may be your competitors.

Any discussions of commercial matters with one’s competitors may create
the appearance of an antitrust violation, even though there is none.
Therefore, such discussions should be avoided at all times before, during,
and after this meeting
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Today’'s Agenda
e Welcome/lntroduction Ed Sullivan
e PCA US Cement Outlook Ed Sullivan
e Moody’s National & Regional Outlook Sarah Crane
e Break

e PCA Regional Outlook Joe Chiappe

1:00 PM - 1:15 PM

1:15 PM - 2:15 PM

2:15PM - 3:15 PM

3:15 PM - 3:30 PM

3:30 PM - 4:30 PM



Introduction to the
Market Intelligence Group
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Market Intelligence Group

Data and its interpretation and analysis are the cornerstone for good business
decisions. PCA’s Market Intelligence Group has one mission and that is to transform

data into information, and information into insight and guidance.

To this end, Market Intelligence targets four specific areas of information support
including:

* Forecast assessments and market tracking,

 Legislative and regulatory advocacy support,

« Market research, market share intelligence, and development support.
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260 Reports Released in 2021.

* Monitor

* Tracking Report

« Consumption Trends Report
» Shipments Report

» Competitive Materials Report
» National Forecasts

* Regional Forecasts

» County Forecasts

« State Ranking Reports
 US Invue

* Flash Reports

» Annual Yearbook

 MSA Ranking Report

« Data Dashboard

U.S. Reports & Service

MARKET INTELLIGENCE

Vol 28 / No 9 Ed Sullivan > Senior Vice President and Chief Economist > esullivan@cement.org > (847) 972-9006
Trevor Storck » Economist > tstorck@cement.org > (847) 972-9044

The Monitor - September 2018

A Monthly Analysis of Trends in the Construction and Cement Industries

Focal Points: PCA's Market Intelligence

released the Summer 2018 U.S. Forecast Statistics at a Glance
v

Portland Cement Consumption Jun-18 vs. Jun-17 =

PCA has released its Summer Forecast Estimates

J

at the recent PCA Fall Congress. The forecast Masonry Cement Consumption Wn18 vs. Jund7 =

extended an extra year to the outlook and now

projects through 2023. Cement & Clinker Imports Jun-18 vs. Jun-17 =
Mortgage Rates Juk18 vs. Jun-18 =
Housing Starts Jub18 vs. Jun-18 =

Contact: Ed Sullivan i org) Juk18 vs. Jun-18 =
Public Construction Juk18 vs. Jun-18 =

Executive Summary

® The second estimate for real GDP growth in the second quarter came in at 4.2%. While consumer spending was
downgraded to a still strong 3.8%, it was upwards revisions to nonresidential investment and public spending that
pushed growth above the initial estimate. Strength in labor markets continue to produce favorable results across the
economy. Unemployment remains low and wage growth was strong in August. The Fed will remain vigilant as the
risk of inflation rises with accelerating wages.

The residential market continues to be marked by slow activity. Housing starts pulled back in July compared toa

year prior. Rising lumber costs and labor shortages continue to act as constraints in a market in need of increased
supply. However, permits were strong in the month. Single family home permits rose 6.4% year-over-year.

Regional Summary

Portland Cement Consumption*

June YTD Annual Percent Change
New England
Middle Atlantic

East North Central
West North Central
South Atlantic

East South Central
West South Central
Mountain

Pacific

“Includes portiand and blended cement

There are significant timing lags from official data reporting agencies. The Monitor has the most current data.
Members can be added to the Monitor email list by contacting PCAMarketintelligenceGroup@cement org.

Highlights

Nearly 1,000 persons follow our
regular reports.

610 PCA member subscribers.
Member personnel ranges from
logistics, plant managers, sales and
marketing, to CEOs.

US & Parent member subscribers.

29 Associate member subscribers.

More than 5,000 hours of direct
member & allied support.

More than 300 non-member
subscribers that include banks &
financial, industry suppliers, &
consultants.
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U.S. Reports & Service: Strategy of Reports

Monit Consumption State
onitor Trends Ranking
Forecast Competitive Forecast MSA
Materials Tracking Ranking Forecast
Nat|0na| ° Nahonal
State « State

County « County
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Advocacy Support: Data & Policy Assessments

Data Assessments

PCAS
MARKET INTELLIGENCE

The strategic plan for advocacy support is driven

by Washington, D.C. Being able to leverage this data in response to

specific regulatory pressures allows for unique Lttt et b LD
To this end, Ml regularly collects industry specific industry advocacy analysis.
data through SuU rveyS Of Cement man UfaCturerS. Waters of the United States: A Microeconomic Assessment
This data is the foundation of PCA advocacy PCA Market Intelligence regularly assesses the —
efforts industry impacts of various legislative and Hrterheint o lodepnigshrier it B gk
- a national guarry footprint of more than 118 thousand acres and this acreage includes more
regulatory proposals e A e e Tt

wetland permits.

The Army Corps of Engineers (Corps) and the Environmental Protection Agency (EPA) have
historically asserted broad jurisdiction over “waters of the United States™ (WOTUS). For years,

These reports will often be supplemented by e et er ncertanty egering e
e Plant Info Survey P PP et o ol ) e ecora it Tos et e ereec ot
SpeCiaI mem be r SU rveys to get u n iq ue i nd UStry \: re{scpxr;se to Supreme Court advice, to add clarity to definitions contained in the Clean Waters
ot ).

data specific to the issue at hand. _
° Labor-Energy & Energy Star . N\{OTUS:CEmentPlantlocatmns

A y
»  Cross-State Air Pollution Rule (CSAPR) for | f’}‘"
o Sustainability Survey Nox

k4]

o

v
. if
{

«  NAAQS PM 2.5. It is anticipated that EPA will ; S guad 5
lower the annual standard to either 8 or 10 P
micrograms per cubic meter (ug/m3) from the

e Specialized Surveys current level of 12 ug/m3. Ml will perform an

e RPG Model & State Fact Sheets

economic impact study on the proposed
change.
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PCA Market Intelligence’s Dashboard
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Cement Consumption

%, Implied YTD through September 2023

110/0 or 2% tO +2°A) to _

Greater 10%

1)
Growth 2%

Source: USGS/PCA

-2% to -
10%

11% or
Greater
Decline

Growth Rates by Region

YTD - September

East South Central
South Atlantic

East North Central
West North Central
West South Central
New England
Mountain

Middle Atlantic
Pacific

United States

0.9%
0.0%
-0.7%
-2.8%
-3.0%
-4.6%
-7.0%
-10.4%
-13.3%

-4.3%

12
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The Economy is Strong....But...

Current Strength

» The economy recently recorded 4.9% growth.

* More than 2 million net new jobs have been created this year.
* The unemployment rate stands at a low 3.8%.

 All of this has been bolstered by strong consumer spending.

Headwinds Lie Ahead

* Interest rates are high and will remain high for some time.

* Long lags exist in monetary policy and the harshest impacts of all the rate hikes still lie ahead.
» Consumers’ saving cushion and support from Covid relief programs are quickly disappearing.
» Access to capital and credit tightening is emerging.



PCﬂ\ Federal Reserve Responded to Elevated Inflation check

chrt

Fed Funds Rate

25 BP
5.5 25 BP
In response to inflation 25BP
generated by Covid. The 25BP
45 Federal Reserve was 50 BP
forced to respond. 75BP
- They responded 75BP
' aggressively with the
largest rate increases in
more than 40 years. el
2.5
75 BP
1.5
50 BP
25 BP
- W
Jan March May June July Sept Nov Dec Feb March May July

-0.5
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Inflation Has Improved...check data

Consumer Price Index
- BLS

10.0%
8.0%
6.0%
4.0%
2.0%
0.0%

-2.0%

-4.0%

-6.0%

-8.0%

-10.0%
2018 2018 2019 2020 2020 2021 2022 2022 2023
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And Yet.... Labor Markets Have Remained Strong

Unemployment Rate

14.0%

12.0%

10.0%

8.0%

6.0%

4.0%

2.0%

0.0%

2019

2020

2021

Since the Fed started
raising rates, more
than 7 million net new
jobs have been
created.

2022

2023
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Economic Growth Has Not Been Shaken...
Annual Y-O-Y Growth Rate

6.00%

Real GDP has averaged
5.00% roughly a 2.9% annual
growth rate.

4.00%
3.00%
2.00%
1.00%

0.00% -

-1.00%

2022 ] A\ 2023 Il 1]
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Consumer Spending Has Been the Key Source of Strength
Annual Y-O-Y Growth Rate

2.50%
2.00%
1.50%

1.00%

Strong labor markets, easy
access to credit, and Covid
09 Relief support have been

key factors for this growth.

2022 1l A% 2023 I
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But...Headwinds Lie Ahead
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Macroeconomic Headwinds

Assessed Transitory

Student Loan Lagged Impact Spikes In UAW Strike
Hiatus Ends of FF Increases Oil Prices Impacts

Sunset of Covid Savings Cushion

Relief Programs Depleted

Government Global Political
Shutdown Unrest

Credit

Tightening These areas could represent forecast risks to the
extent they persist and are not assessed.

Sustained oil prices and potential reduction in US
Government credit rating are viewed as largest risks.
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Monetary Policy Leans Against
Economic Growth Throughout
the Forecast Horizon
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Federal Reserve’s Federal Funds Outlgook

Fed Funds Rate

7

0 BP
Forecast Assumption
-25 BP

No further Federal Funds Rate -25 BP
Increases
Rates Held at Current Level
Until 2nd Half 2024

3

2

| I

Jan June Nov March Sept June Dec

2022 2023 2024
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Monetary Policy: Lag Structure Revisited Skew

- In-Place & Projected Additional Actions

What it Means

Percent of Total
Policy Actions
» Suggests longer lags

25 and adverse impacts
delayed.

20 « Late 2023 and Early

o

(&)}

o

2024 Bare Brunt
15 « Impacts Linger and
Suppress Strength of
1 2024 Growth Recovery
B I I I
\Y | I 1l \Y | [

I Il 1 1l \Y
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What This Means.....

Rate Increases Quarterly Impact on GDP

0.20%

0.10%

0.00% - -
_—_ B

-0.20%

-0.30%

-0.40%
-0.50%

-0.60%
2023.00 Il 1] v 2024 Il 1l Y
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Monetary Policy: It's More than Federal Funds Rate

Federal Reserve Assets

9000

8500

8000

7500

7000

6500

6000

5500

5000

4500

4000

2020

$4.2 Trillion
MP Easing

2021

|

$786 Billion
MP Tightening

Equivalent to an
Additional 150 BP
Increase in FF

2022 2023

Quantitative Monetary Policy (Q)

Changes in the Interest Rates as a
result of manipulating the
purchase & sale of financial
assets.

Buy Assets — Results in lower
interest rates

Sell/Retire Assets — Results in
higher interest rates

Assets : (T-Bills & Mortgage
Backed Securities)



PCA\ Since 1916

America's Cement Manufacturers™

Monetary Policy Still Tightens Even If The Fed Stops
Raising the FF Rate

What it Means

Quantitative Tightening

Quantitative Tightening Is

Today Equivalent to 150 BP

Federal Funds Rate Hikes

That Pushes the Equivalent Rate
to 7%

Monetary Policy Is Not Expected

. i i to be as Tight as Most of 2023
Quantitative Tightening

2024 BUT

“Real” Interest Rates remain high
and Monetary Policy Will Still be
o 1 ) Restrictive and Inhibit Growth . .
throughout the forecast horizon.
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Consumers Strength Will Be
Challenged
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Net Private Savings
Trillion $
More than $5 trillion in covid relief spending
and stay-at-home lifestyle resulted in
dramatic increase in savings
7,000,000 A
| |

6,000,000
5,000,000
3,000,000 Trend Savings
| T TT | rm——— -
1,000,000 pyepe |. . ....l ...... |.|.|||.H.|.”.I,”.“‘.IH.| IRSPARENEE “H

”I”H“ || I

Jan-17  Jul-17 Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 24-Jan  July
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Excess Savings

Trillion $

6,000,000
5,000,000
4,000,000

3,000,000

1,000,000

-1,000,000

-2,000,000
Jan-17 Jul-17 Jan-18

Each Month Adds to
Cumulative Savings

Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21

Jul-21

Jan-22 Jul-22 Jan-23 Jul-23 24-Jan

July
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Million $
Peak Cumulative
30,000,000 :
48 cxcess Savings =
25,000,000 $27.4 Trillion
20,000,000
15,000,000
10 0NN 0NO
What it Means
Excess consumer savings support eliminated by year | | I I I 1.
end. Leaves consumer more exposed to inflation & -1 I I
tighter credit conditions.
Ending of Student Loan Hiatus adds to decay in
savings.
« By itself equals $100 billion annually impacting 40
million borrowers. Jan-22 Jul-22 Jan-23 Jul-23 24-Jan July
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Credit Conditions Are Tightening
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Credit Standards are Tightening: Economy
Survey of Bank Lending Officers
60
50 -
:
30
20
Tougher_to L What it Means
oot ' \ Just when consumers may
Easier to
Get Capital

-50

= have to lean more heavily on

20 debt, access will be more
difficult.

-30

-40 Could steal as much as 50

BP from GDP growth. This
2021 2022 adds to potential of job loss.
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Credit Tightening Has Specific Risks for Construction
Survey of Bank Lending Officers

Construction & Land
Development

80
Non-farm

Nonresidential

60
Multifamily
40 Mortgage

Tougher to
Get Capital 20 \

Easier to 0

Get Capital What it Means

Regional & smaller banks have become

-20 vulnerable due to rapid rate hikes.

Hold bulk of $1.4 trillion in commercial loans
-40 scheduled for refinance.

2021 2022

Deterioration of business fundamentals & ROI
could worsen refinancing.
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Inflation Improvement

Consumer Price Index
- BLS

10.00%
8.00%
6.00%
4.00%
2.00%

0.00%

-2.00%
-4.00%

-6.00%

-8.00%

-10.00%
2018 2018 2019 2020 2020 2021 2022 2022 2023

Inflation Outlook

CPIU % Change, Monthly Average

8.0%

7.0%

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

0.0%

EQY
71% EOY
6.7%

EQY

EOY EOY 3.3%
2.9% 2.9%

EOY EOY EOY EOY EOY
24% 22% 22% 22% 2.2%

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028
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— An Economic Slowdown is Likely, But No Recession

Economic Growth Will Slow Job Losses Will Briefly Materialize
GDP Growth Rate Quarterly Change in Employment, Thousands Average Monthly Rate
5.50% 1200
4.50% 1000
3.50% 800
2.50% 600
1.50% I I I 400
0.50% 200
"a — I
]
-0.50% 0 .
-1.50% -200

2023.1 2023.3 2024 1 2024.3 2023.1 2023.2 2023.3 2023.4 20241 20242 2024.3
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"~ Construction Outlook: 2024

Reflects a battle between interest sensitive construction sectors against
longer term construction commitments

The Burden of High
Interest Rates

Tight Lending
Standards

Weakened Economy

VS

Higher Volumes
Attributed to IIJA

Onshoring Plant
Construction
(Limited to Regional
Impacts)
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Residential
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— New Home Affordability

New Home Price Outlook
Annual % Growth

20%

15%

10%

5%

0%

-5%

2020 2021 2022 2023 2024 2025 2026 2027 2028

Monthly Payment
Annual

$3 101% Increase
since 2020

{
$3,000 !
$2,500

$2,000

2020 2021

$1,500
$1,000
$500
$0

2022 2023 2024 2025 2026 2027 2028
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Affordability Has Deteriorated Across the Country

Median mortgage payment share of median family income

2020 Q2 2023 Q2

arag

© 2023 Mapbox © OpenStrestiap © 2023 Mapbox © OpenStrestMap

Darker = Greater Share Mortgage Payment as Percent of Income
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Affordability Erosion Is Not Expected to Improve Soon....

30 Year Conventional Mortgage Rates Months Supply Existing Homes

8.0 3.5
7.0 26
6.0

2.5
50

2.0
40 -

1.5
3.0

1.0
2.0
10 0.5
0.0 0.0

2020 2021 2021 2022 2023 2024 2025 2026 2021 2022 2023
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New Home Inventory Correction Spills Into 2024...

Near Term Home Sales New Home Month’s Supply
Thousands of Homes Months
5,000 11
4,500 e
9
4,000
8
3,500
Building momentum
slows gradually in 2023.
3,000
Correction of inventory
2500 imbalance materializes

& &v ‘?9& &A 5\}(g, @ v"q %Qc o in 2024 as a result of  March Aprii May June July Aug Sept Oct Nov Dec
fewer starts
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Housing Starts Outlook

1,300
1,200
1,100
1,000

900

2022
2023
2024
2025
2026
2027
2028

Single Family Starts

Thousands

-10.8%
-11.6%
-3.8%
4.2%
7.1%
8.1%
8.5%

7

2019

2021

2023

2025

600

550

500

450

350

300

250

200
2015

Downside Risks Exists
for Both Sectors.

Multifamily Starts

Thousands

2017

2019

400 e

2021

2023

2022
2023
2024
2025
2026
2027
2028

14.9%
-9.5%
-9.1%
2.9%
3.3%
3.3%
3.5%
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Nonresidential Recovery Process

Working Capital

Factor:
Nonresidential ~ g
s ot seonomic
Decline
conditions persist —
the more pressure
occurs on working
capital and ability to
stay open.
Barlllésn'clj'iighten Vacancy Rates
Standargs oz
Bank Lending Structural Factors
Officer Survey: Contribute to Vacancy
Rates:
More Banks NOI Declines Sqorft?)eltll\éfknetted
Tightening ~ +  Work-At-Home
Lending + E-Retall
Standards » Virtual Meeting
Since 2008 » E-Learning

e Urban Trend Slows

1.5-2.5 MMT annual
reduction

Nonresidential Construction *
Real PIP, Y-O-Y Change

4%

............

o® ®e

. .
. .
. ®e

®e
®e
®e

-2%
4%

-6%

-8%

2019 2020 2021 2022 2023 2024 2025

* Excludes Industrial Manufacturing

2026

) I I I I
.

2027
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~ Onshoring US Manufacturing

Large-Scale Investment Across the United States

© 2023 Mapbox © OpenStreetMap

Estimated Construction Cost Construction Category

6,000,000 M Auto/EV Batteries
10,000,000,000 Energy
20,000,000,000 B Office/Medical
30,000,000,000 B Semiconductor Chips

35,000,000,000 W Other Industrial

PCA’s MI Study

Investment in response to national
defense, supply chain, Chips Act &
Inflation Reduction Act.

|dentified all (42) investments $500
Million or Larger

« Totaling more than $300 billion.
« Adding 80,000 direct jobs.

Established baseline characteristics for
each plant.

Based on this established estimates for
direct & indirect cement consumption
« Plant, infrastructure, housing,

nonresidential.
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On-Shoring Adds Significant Volume

Thousand Metric Tons

600
Plant Constructlon

500

400
300
200
- . I
i

2022 2023 2024 2025 2026 2027

o
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Nonresidential Recovery Process
Annual Y-O-Y Percent Change Real Spending

20%
15%

10%

5%
2021 -7.8%

| B = 2022 -0.6%
0% .. |2023 17.7%

- 12024 2.9%
% %2025  1.4%
2026  -5.0%

-10%

2019 2020 2021 2022 2023 2024 2025 2026 2027
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On-Shoring Adds to Residential, Nonresidential & Public

Thousand Metric Tons

- m
1400

Nonresidential
1200

1000 Residential

800

600

400

200

2022
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General Fund Percentage Expenditure Change — FY2024

On a state
weighted basis,
2024 general fund
expenditures are
expected to
increase 6.7%.

+10% 6% to 9.9% 3% to 5.9% 0% to 2.9% Decline

Source: NASBO - The Fiscal Survey of States 2022 53
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Net Job Creation, State Finances & Public Construction

10000 8.0%
8000 6.0%
e 4.0%
4000 2.0%
2000

_
0
-2.0%
-2000
-4.0%
-4000
General Fund: Less employment, less
) -6.0%
-6000 wages, less tax collection.
-8000 - =SANL
HW Trusts: Less commuting (atop work at
— . .
-10000 home trend & electric vehicle) -10.0%
-12000 Sterilization: May increase in 2025 and -12.0%
2019 2020 2021 2022 represents a small forecast risk.
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Power & Grid 1.36 . Reconnecting Communities: 0.32

. | | \ | M Rail: 0.17

B Public Transit: 0.14
Ports & Waterways 2.99
™~
Cement
Consumption by Airports
Construction -

B Broadband: 0.09
Sector

Western Water 1.81

| Safety: 0.08

Electric Vehicle
Charging: 0.03

46 Million Metric Tons
Over Five Year Program
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Infrastructure Has Experienced Higher Relative Inflation

Highway Construction Costs vs CPI
January 2019=100

120 i
|
I -
s | FHWA Highway
: Construction Cos
Index ~
I
110 |
|
105 \
Consumer
Price Index
100 I
I
Start of |
Pandemic |
95

2019Q1 2019Q3 2020Q1 2020Q3 2021Q1 2021Q3
Source: FHWA, BLS PCA

Bureau of Reclemation Construction Cost Index
Annual Percent Change 2Q22/2Q21

Steel Tower Transmission Lines 19.8%
Laterals And Drains 18.5%
Secondary Roads 15.2%
Switchyards And Substations 14.4%
Earth Dams 14.2%
Steel Pipelines 13.3%
Primary Roads 12.6%
Canals 11.7%
Pumping Plants 11.6%
Diversion Dams 11.3%
Concrete Dams 11.0%
Concrete Pipelines 10.0%
Distribution Pipelines 9.5%
Bridges 9.3%
Wood Pole Transmission Lines 7.4%
Powerplants 7.3%
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Current Awarded & Announced Reported IIJA
Funding By County

[
<1 Million  >1 Billion

[] No Data

Estimated Discretionary Tracking?

175
150
125
100
75
a0
25

Billions

|

Bill Completion

34.5%

I Total Discretionary Funding
B Awarded / Announced

# Used as an esfimate fo track the complefion of the 130 Billion
allocated for discretionary spending.

Estimated Transportation Tracking

350
300
250
200
150
100

a0

Billions

1

Bill Completion

26.5%

I Estimated funding for FHWA2
B Awarded / Announced

& Dapartment of Transportation estimated FHWA funding FY22 - FY26
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Public Construction

Real PIP Construction

6%

% — L.

2% . ........... . . . ..........

0% ..

-2% ST e

-4%

&% 2023 1.5%

™ 2024  5.5%

o 2025  4.1%
2026 3.7%

2% 2027  -0.5%

-14% 2028  -1.9%

2021 2022 2023 2024 2025 2026 2027
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Summary
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Baseline US Cement Consumption Outlook

Baseline Annual % Growth

7%
6%
5%

4%

3%

e [
2021  4.3% . l .
2022  2.4%

2023 -2.9%
2024 1.4%
2025 3.2%
2026 3.5%
2027 1.9%

2028 1.6% 2021 2022 2023 2024 2025 2026 2027 2028
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Alternatives
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