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Today’s Agenda

• Macroeconomic Overview

• Residential Outlook

• Commercial Outlook

• Institutional Outlook

• Nonbuilding Outlook

• Final Thoughts



U.S. Macroeconomic Overview
Negatives:

– Brexit vote/weakness in Europe.

– Weak growth in China.

– Strong dollar.

– Tightening lending standards.

Positives:

– Consumer spending holding up.

– Healthy job growth.

– Low interest rates and oil prices.

– Corp. profits up, stock market up after 
Jan swoon.

– Recovering fiscal position of state/local 
governments

Economic growth has underwhelmed

Annual 

% Chg

2013 +1.7%

2014 +2.4%

2015 +2.6%

2016 (F) +1.5%

2017 (F) +2.4%

Source: Bureau of Economic Analysis



U.S. Macroeconomic Overview

Election results could have profound impact on construction activity

President: Donald Trump (R)

Senate: GOP maintains slim majority

House of Representatives: GOP maintains majority

Sampling of Major Education Bond Proposals

• CA Prop 51 - $9 billion - APPROVED

• Capistrano CA Unified School District - $889 million - FAILED

• El Paso TX ISD - $669 million - APPROVED

• Denver CO Public Schools - $472 million - APPROVED

• Pearland TX ISD - $220 million - APPROVED

• Corpus Christi TX ISD - $194 million – APPROVED



U.S. Macroeconomic Overview

Pattern of employment growth has been uneven

• 3.1 million jobs created 2014, 
the most since 2000

• 2.7 million jobs created in 2015

• Unemployment rate at 4.6%
Source: Bureau of Labor Statistics



U.S. Unemployment Rates

Unemployment rates making gains across the country

Source: Bureau of Labor Statistics



U.S. Construction Market Indicators

The Dodge Momentum Index offers insight on what’s ahead

The Dodge Momentum Index 
tracks the first (or initial) report for 
nonresidential projects at the 
planning stage.



Residential Outlook



Single Family Housing Starts

Single family growth proceeding, but at sluggish pace

Source: Dodge Data & Analytics

 Sales and prices rising

Demographic shifts 
affecting starts

 Affordability recovering



Single Family Housing Starts

Rising home sales has caused inventory to dwindle

Source: National Association of Realtors/U.S. Federal Reserve

Healthy gains in home sales have caused 
inventories to dwindle, encouraging 
homebuilders to increase production



Single Family Housing Starts

Top year-to-date states in 2016 ranked by dollar value – October 2016

Source: Dodge Data & Analytics



Multifamily Housing Starts

Multifamily housing to lose momentum in 2016

Source: Dodge Data & Analytics

Rental demand on rise

Demographics key



U.S. Multifamily Housing Starts

Multifamily vacancy rates have started to rise

Source: CB Richard Ellis Econometric Advisors

2016Q3 = 4.5%

2009 Cyclical High = 7.3%



Multifamily Housing Starts

Top year-to-date metros in 2016 ranked by dollar value – October 2016

Source: Dodge Data & Analytics



Commercial Construction Outlook



U.S. Commercial Building Starts

Commercial construction has made great progress

Source: Dodge Data & Analytics

Moderate pace of recovery to continue as 
fundamentals strengthen

Includes stores, offices, warehouses, hotels and auto sector



U.S. Retail Building Starts

Store construction making slow progress due to weak single family starts

Source: Dodge Data & Analytics

Online sales gaining market share

 Extreme discounters expanding

 Store renovations higher share of 
activity



U.S. Retail Building Starts

Retail availability rates are falling … slowly

Source: CB Richard Ellis Econometric Advisors

2016Q3 = 10.4%

2005 Cyclical Low = 7.4%



U.S. Retail Building Starts

Year-to-date retail starts by segment – through October 2016

Source: Dodge Data & Analytics



U.S. Retail Building Starts

Renovations becoming more significant portion of total work

Source: Dodge Data & Analytics



U.S. Warehouse Building Starts

Warehouse construction continues to see healthy growth

Source: Dodge Data & Analytics

Regional distribution centers

 Effect of Panama Canal expansion?

 Strong dollar/weak global economies



U.S. Warehouse Building Starts

Warehouse vacancy rate continues to tumble

Source: CB Richard Ellis Econometric Advisors

2016Q2 = 8.4%

2007 Cyclical Low = 9.8%



U.S. Hotel Building Starts

Hotel growth rates to ease after several solid years

Source: Dodge Data & Analytics

 Travel improving

 Betting on casinos

Convention centers coming back



U.S. Hotel Building Starts

Hotel occupancy improving, but revenue growth has eased

Source: CB Richard Ellis Econometric Advisors

 2016Q2 Occupancy rate = 71.1%

 2016Q2 Revpar = +3.5% vs. year ago



U.S. Office Building Starts

Construction sputters, but moves forward

Source: Dodge Data & Analytics

Data centers/HQs driving growth

 Speculative development

 Effect of rising office employment



U.S. Office Building Starts

Office market fundamentals continue to show marked improvement

Source: CB Richard Ellis Econometric Advisors

2016Q3 = 13.0%

2007 Cyclical Low = 12.4%



U.S. Office Building Starts

Year-to-date 2016 largest office projects – through October 2016

Source: Dodge Data & Analytics



U.S. Manufacturing Building Starts

Manufacturing value to fall in 2016 as global crude prices plummet, or?

Source: Dodge Data & Analytics

 Shale gas and oil production 
boosted petro portion

 Strong dollar affecting traditional 
manufacturing



U.S. Manufacturing Building Starts

Manufacturing output posted gain in 2015, but strong dollar having effect

Source: U.S. Federal Reserve Board

2015: A mixed year for manufacturing

Production: +0.8%
Employment: +1.1%
Capacity Utilization: 76% (December)



Institutional Construction Outlook



U.S. Institutional Building Starts

Institutional buildings are beginning to turn corner

Source: Dodge Data & Analytics

 Stirrings of improved public 
finances are enhancing outlook



U.S. Education Building Starts

Education building starts on the move

Source: Dodge Data & Analytics

Recent large bond measures

University spending skewed 
towards amenities



U.S. Education Building Starts

K-12 starts are larger, but more volatile than college/university starts

Source: Dodge Data & Analytics

 In 2014, sq ft. for K-12 was 4 
times the size of the post-
secondary market

 Back in 2000, it was more than 7 
times the size of college starts



U.S. Education Building Starts

Year-to-date education starts by segment – through October 2016

Source: Dodge Data & Analytics



U.S. Education Building Starts

Enrollment growth ultimately drives activity for many segments

Source: National Center for Education Statistics

College enrollments surged during the 
recession, but has slowed in the face of 
an improving job market

High school 
enrollments will 
grow faster in this 
decade



U.S. Education Building Starts

Public school enrollment growth is strongest in South and West

Source: National Center for Education Statistics

K-12 Public School Enrollment Growth

2013-2025, Percent Change



U.S. Dormitory Building Starts

Dorm starts have been hovering – some growth

Source: Dodge Data & Analytics

Colleges & universities in arms race

 Endowment growth strong in recent 
years

Military construction budget stable



U.S. Healthcare Building Starts

Recovery in healthcare facilities kept on hold

Source: Dodge Data & Analytics

Uncertainty affecting activity

 Long-term support from 
demographics and new technology

 Impact of election



U.S. Healthcare Building Starts

Top states for total and age 65+ population growth from 2010-2030

Source: Moody’s Analytics



U.S. Recreation Building Starts

Large projects in pipeline to boost starts

Source: Dodge Data & Analytics

 Large projects boosted annual level

Convention center construction 
accelerating



U.S. Recreation Building Starts

Year-to-date recreation starts by segment – through October 2016

Source: Dodge Data & Analytics

Casinos



U.S. Public Building Starts

Public buildings have yet to post meaningful recovery

Source: Dodge Data & Analytics

GSA focusing on office construction

 S&L budgets moving local construction 
higher

 Public safety budgets showing 
strength



U.S. Public Building Starts

Year-to-date public starts by segment – through October 2016

Source: Dodge Data & Analytics



U.S. Transportation Building Starts

Starts to expand after a weak 2015

Source: Dodge Data & Analytics

 Stabilization in federal policy aiding starts

Rising air traffic and revenues spurs airport rehabs



Nonbuilding Outlook



U.S. Public Works Starts

Highways and bridges strengthened in 2015

Source: Dodge Data & Analytics

 Fast Act passed Dec ‘16 - $305 billion over 5 yrs: 
highways $230B, public transit $61B, Amtrak 
$10B, safety programs $5B

 Prop1 & 7 in TX - $4.2B/yr for roads & bridges

 2014 CA bond measure - $7.5B for water-related 
projects

2017 Annual 

% Chg

Streets & Highways +5%

Bridges +7%

Dams +11%

Water +8%

Other +5%



U.S. Electric Power & Gas Starts

Massive LNG plants provided boost in 2015, but will retreat in 2016

Source: Dodge Data & Analytics

 Low global LNG prices and reduced demand will stifle 
starts

New pollution standards and low natural gas prices could 
provide boost for traditional power plant construction

 Tax credits for renewable energy projects



Total Construction Outlook



U.S. Total Construction Starts

Total Construction cycle to rise 5% in 2017

Source: Dodge Data & Analytics



U.S. Total Construction Starts

Total construction is expected to be up 1% in 2016 and 5% in 2017

Source: Dodge Data & Analytics



Thank You!



The Big Picture

Total construction will be up 13% in 2015 as the recovery becomes more complete


