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= The recession of 2008
= Post-recession economy
= Key trends

= Implications for the M&R, construction, and operations
iIndustries
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Causes

Speculative
borrowing and
the housing
boom

Burst of the
housing bubble

Sub-prime
mortgage crisis
Devaluation of

mortgage backed
securities
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Source: Karl Case, Robert Schiller, and Allan Weiss

Collapse in consumer and industrial demand
(government spending Is only exception)
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Muted Recovery Since Mid 2009

Year Over Year % Change
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Year Over Year % Change
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Year Over Year % Change
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Key Commodities for Facilities: Lumber

Year Over Year % Change
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Year Over Year % Change
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Key Commodities for Facilities: Cement

Year Over Year % Change
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Key Commodities for Facilities: Energy

Year Over Year % Change
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12

Pull individual cost trends into a simpler perspective
Extend historical costs trends into the future
Calculate true purchase power

Modify production decisions: delay purchases or
substitute away from relatively high cost items;
accelerate consumption of low cost items

Whitestone focuses specifically on key trends
Important for management
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= A collection of national-level economic indicators for
facility construction, maintenance, and operations costs

= Whitestone tracks roughly 150 commodities and
services

= Indexes weights are consistent with the National Input-
Output Accounts

= Unigue measures for M&R, operations, and new
construction
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WHITESTONE Facility Cost Indexes

Revised monthly on

RESEARCIEH
Wh IteStoneresearCh ) Com Fm};zr;: Mew Construction Cost Indexes: February 2010
Services 40% Yoar Owar Year % Change
Reports 0%

New construction (3 indexes)
Construction labor

A&E services

Retail trade

Wholesale

Fabricated metals

CPI all items
Non-residential operations
Custodial services

Energy

Real estate management
Security
Telecommunications
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Cosl Indexes
Flace an Order
News

Careers

Contact Us

Other Indexes
+ Mon-Residential
Cperation Cost Inden

* Residential Cost
Index
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Feb  Mar  Apr  May Jun Jul o Aug

Fab. dan. Percent Feb. Percent
e S ST 2010 | 2010 | Change | 2009 | Change
Commercial and Institutional 122.7 121.9 0.6% 11%.6 2.5%
Manufacturing and Industrial 123.1 122.8 0.2% 119.9 2.6%
Residential 123.9 122.6 L.1% 121.7 1.8%
Index Components®
Construction labor 120.6 120.5 D.1% 116.6 3.3%
Architectural & enginesning services 114.3 114.1 0.1% 114.0 0.2%
Retail trade 154.2 | 143.7 7.3% 153.9 0.2%
Whalesale trade 1220 [ 1235 | -0.4% | 1182 | 4.0%
Fabricated structural metal manufacturing 132.6 132.1 0.4%: 146.8 | -9.7%
Other Indexes
Col-Urban Consumers, All ltems | 176 | 1176 | oow | 1152 | z2awm

*Fiva haavily waighved index companants ars shewn.
Sources: WS, Departmant of Commarce, LS, Department of Laber, snd Whitestans Ressarch.
Mobe: Index walwes for recent data are preliminary.
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M&R and Operations Costs had Deeper
Trough than Construction Costs, but More
Sustained Recovery

Year Over Year % Change
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= M&R construction  20s=100

outpaced PPl and | 140 Long-Term Trends
new construction | iss
since 2004 130
= Non-residential 125
M&R costs 120
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For more information contact:
Mike Towers

805-879-9923
mtowers@whitestoneresearch.com
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