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IHME Daily Infection - Minnesota

7 day moving average, COVID-19 Infections per 1,000 (October 22, 2020 Update)
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Based on HME's
estimated infections which
include those not tested

IHME Projected Daily Infection Rates --Per Capita | asuel as asymptomaic
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New Daily COVID-19 Infections per Million of Population (October 22, 2020 Update)
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Are you Comfortable Going to.....

Point 2

Consumers vote with their feet. |+ As Covid infections increase,

- consumer confdence inretiring to
Comertspors | ——— Signifcant risein nfectionswil | thelr normal” spending actiy
cause consumerstoretaciand | reverses,
Iy reduce spending.
+ Recent months showed a

Setting the stage fora domino effect | stabilization from early August
reducing other spending. levels — neither improving nor
worsening.

Economic activity is reduced.
Shopata Mall

When consumers retum to “normal”
spending activity will play a key role
in the speed atwhich the economy

Vacation
recovers.

Go Ot 0 Ext | ————— « Consumer spending accounts for
70% of overall economic activiy.
o 5 0 15 2 2 2 ® 0 45 The slower return to *normal”
suggests slovier than expected
28-Sep #21-Sep #2-Aug #3-Jul W18-Jun W 11-Jun W5-Jun #25-May ® 15-May %30-Apr interim growth.

Point 3

‘The recovery is proceeding

Scarring: Business Closures

‘The longer sub-normal conditions remain
in place, more scarring occurs.

Economy’s problems evolve from Covid to
‘economic fundamentals.

Restaurants and Retail Continueto Struggle
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Economic Crossroads: An Inflection Point

Change In Employment  Consumer Confidence - By any measure, economic activity crashed during
- Millions Composite Conference Board the second half of March through April. GDP
suffered a 329 decline. 20 million jobs were lost
10000 120 overnight.
5000 0 * With the states re-opening business, the economy
1 I 5 has shown significant growth. That growth is
0~y e becoming less robust over the past several months.
0
5000 + September'sjob reportreinforced this trend. Sector
& re-openings (hospitality & retal) played keyrole in
10000 the improvement but can not be counted as a
longer term driver of jobs.
15000 Point4.

Government shed 216,000 jobs. Atrend that could

Despte the hghly toukedgains n R

conomic activity.

g

The economy is not healthy. ‘The economy may be ata crossroads.

EROE ORI p o &
F® ¥ WAL N + With the gradual expiration of the CARES act, in
Z o the context of weak economic conditions — isks
exist that the recent momentum of the recovery
could be lost
ol Point 5

“ Back to Normal INndeX | resmsupornasbeen

. - spectacularly successfulin
Moody's-CNN Survey 100=March 1st preventinga deeper and more

prolonged decline.

120 Insufficient federal support over the

next two quarters could hinder the

recovery.
100
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&
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37 monthly & high frequency variables includedin
the indexfrom home prices, railtraffic, business
» confidence, seated diners, etc.
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ASharp deep decline, followed by
aperiod of slowrecovery.
Some scarring.

Many business foreclosures. Consumer spendingis hurt by
debt, and lacks confidence

The Alphabets of Recovery

, followed by a n
aslide backinto recession due to a significant rise in
infections, limited Federal support & pause in state re-

openings

More scarring, particularly in 2021.

« More business foreclosures. More building space is vented into the.
market. Consumer spendingis hurt. Consumers lacks confidence

aimed at restraining the spread of the virus.

After initial i 9
modest growth.

Fourth quarter increase in Covid (IHVIE Base Case) —2,278
daily death rate February 1% compared to 693 October 1st.

Federal Support continues. $1.

Initially,

3 of state
policies aimed at restraining the spread of the virus.

Consumer fear and uncertainty re-appear.

Substantial fourth quarterincrease in Covid (HVE High Case) —
5,554 daily deathrate February 1%

Some state re-opening retrenchment. Some state pausing of re-

$500 billion to states.

Consumer confidence slowly improves as Covid deaths ebb
throughout 2021

Federal Support continues, butat a lower level. $1 trilion added in
further supportin early 2021. $333 billion to states.

.
two quarter 15t half 2021 GDP growth.

4 quarter gradual
& sustained recovery thereafter.

Employment Recovery

Index, January 2018=100
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Minnesota U.s.
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Peak-to-Trough — Percent Share of Jobs
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Source: BLS,PCA

u
Regional Employment Recovery
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Employment Recovery: Minnesota

Percent Change in Employment (Peak to Trough)
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Residential Outlook
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Housing Permits 79 012020 Growth
Year-to-Date in MNis single family
Seasonally adjusted, year-over-year percent change Minnesota: +5.9% et
60% U.S.: +10.3%
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Low Income Households Slowest to Heal in Jobs Recovery

Employmentby Income, January 2020100
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11/2/2020

o High Wage
- \\\\
% =
\ Mid Wage
8 \
80
\ Low Wage
7 >~
70
65
60
Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20

Source: BLS,PCA

Potential Shift in Homebuyer Preferences?

Metric Tons of Cement Per Housing Unit + 21%of agents reported buyers
seeking the benefits of new
homes, such as office space or

25 . (Source: NAR Research

Group Survey)

N
8

Potential for intrastate moves
from urban to suburban/exurban
15 locations.

Home ownership rates have
returned to a level not seen since

2008 (Minnesota 2005).
5
0
us WNC
Source: PCA,NAR o
Affordability Conditions
2006 2018 2021

New Home Price $243K $333K $336K
Mortgage Rate 6.41% 4.56% 2.95%
Monthly Payment $1,688 $1,701 $1,409
Median Monthly HH Income $4,479 $5,479 $5,725
Mo. Pay/Mo. Income 37.7% 31.0% 24.6%
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Favorable Regional Home Affordability will Provide Support

Home Price-to-Household Income, SA
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Lumber Cost Increases Could Hamper Housing Surge

Producer Price Indices (Base:2009=100)- Competitive Building Materials

220

00 Annual % Change: I
Lumber: 52.4%

B0 Concrete: 2.4% ,
Steel Mill Products: -10%

AN Lumber I

:: Py /-"'f \Av,_Jt'
N~

120 1

Steel

100 R

Concrete

80
Jan-09 Jan-10 Jan-11 Jan-12  Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20

Source: BLS,PCA 20

Residential Cement Consumption: Minnesota
Metric Tons (000s)
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Nonresidential Outlook

A

Manufacturing, Energy, and Agriculture Exposure

Source: PCA
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Agriculture Exposure

. cafeterias...have deeply unsettied agriculture
Crop Cash Receipts 10% or Greater Share of Gross State Product fuures markets

+ Additionally. reduced demand for ethanol in light
of lower gasoline consumption continues to
weighon the market

* Meatprocessing plant closures have created a
bottlenecks and subsequent end-market price
increase which has lowered demand.

Figure 1 Impact of COVID-19 on Corn, Cotton, Ethanol, Soybean
‘and Wheat Futures Prices

Net Farm Income
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U.S. Farm Debt
Real 2019 $s, billions
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““Nonresidential: A Long Recovery

Working Capital Factor
Thelonger below
— ) ‘normaf economic
scarrnga.
Consiruction conditions persist— the.
Bankupicies
Decine = more pressureoceurs on

working capital and
abilityto stay open
Structural Factors
Bank Lending Officer
Survey:

Contribute to Vacancy

sanis Tghen Vacancy
More Banks Tightening Lend Rates + Work-AtHome.
Lending Standards Since s herease E-Retall
+ Virual Meeting
arni
+ Urban Trend Slows
sq Feet
NOI Decines Ventedonto
arkel

Low-Rise (1-5 stories) — All Buildings: MN
SQFT - Share of low to total construction activity
Long-term shifttoward

Average Concrete mid & high rise projects

1994 1996 1998 2000 2002 2004 2006 2008 2010 2012
Source: McGraw Hill, PCA

2014 2016 2018

Mid-Rise (6-10 stories) — All Buildings: MN

SQFT - Share of to total construction activity

16%
Segment traditionally has
4% strong concrete share but is
1206 most at risk from i
materials
10%

I-I Averagecancrele
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Source: McGraw Hill, PCA
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High-Rise (11+ stories) — All Buildings: MN

SQFT - Share of to total construction activity

Average Concrete
Share: 65%
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Nonresidential Sector

Po0) i Cement C ion (Preliminary)
Metric Tons (000s) | Nonresi ial Construction
350 :
Category YTD Trend,
Total 68% ¥
Amusement 319%
Commercial/Retail -19.6% ¥
Education -20.9% -
Hospitals 289% -
Industrial 168% &
= Lodging 121% $
Office 107% &
[ Religious 45% -
— Utilities 20.8% -
2007 2010 2013 2016 2019 2022 2025

Public Outlook
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State Rainy Day Funding — FY2020

Rainy day balancesas share of general fund expenditures

Kansas and lllinois
effectively have $0
balances, Pennsylvania
and New Jersey are
roughly 1%

Current National
Average: 7.6%

Prior to Great
Recession: 4.5%

Oil revenue reliant
states of New Mexico,
North Dakota and
Wyoming have
respective balances of
27%,30% and 109%

1%or less 2010 5% 5%t0 10% 10%1o 15% Greater than
15%

Source:

y

State Funding — FY2021

Percent Declines in General Fund Tax Revenues from Pre-COVID Levels (Preliminary)

On a state weighted
basis, 2021 general
fund revenues are
expected to decline
13% as reported by
state agencies

States with high
exposure to oil &
tourism revenues are
at most risk

Lastupdated August
24° from reports.
ranging between April

— through August.
@@=
No Data 21%to 26% 16%t0 20% 11%to 15% 6%t0 10% 1%to 5%

Source: Center on Budgetand Policy Priorities: i g i 3

Consumers Once Again Showing Apprehension:

Minnesota: Percentage change from baseline visits—Retail & Recreation
20

i \

- Retail & Recreation:  [—
\ / Mobility trends for places like
restaurants, cafes, shopping | —
W centers, theme parks,
.50 museums, iy a
movies theaters
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Source: Google Mobility Report, PCA 3
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States with High Sales Tax Exposure at Risk

Sales tax as a share of total tax collections
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States Have Been Increasingly Less Reliant on Federal Funds

Cents Per Gallon

State Weighted
30

Gas Tax
25 \

10 Federal
Gas Tax
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Source: Federal Tax Administrators, FHWA, PCA

Reduction in Vehicle Miles Traveled Relative to COVID-19 Cases

Percent change in VMT the second week of April vs. first week of March
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Many employees continue to work remotely

from baseline orkplace

10 \
20 \ Mobilty
\ trends for places of work
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Public Sector

e i Cement C ion (Preliminary)
i ‘ Metric Tons (000s) i
0

90

800 Public Construction Spending
00 Category YTD Irend
500 Total 21.9% --
500 Public Buildings 251% ¥
00 Conservation 133% ¥
Highway 19.7% 4
S0 Sewer 28.9% 1
200 HH Public Water 38.8% 4
100 -

2007 2010 2013 16 2025

Regional Cement Trends: Through 2021

Based on change in cementconsumption between 2019 to 2021 5%or

Source: PCA 2020 Summer State Forecast a2
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A
wz U.S. Cement Consumption—-“U, W & Vaccine” Scenarios

Cement Consumption Cement Consumption Growth
Metric Tons %, Y-O-Y
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Total Cement Consumption: Minnesota

Metric Tons (000s) Preliminary
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Long-Term Considerations
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$24 trillion . 2ndrellef bill $152 billen

Hew much

the federal
government
has committed
to coranavirus
ralief

3rd velief bill $1.7 trillion
CARES Azt

I 2th relief bill $453 billien

Trump With Senate

Federal Reserve Position

on the total national debt Y

Election Impacts

Biden With Senate

Federal Reserve Position

low . ntinuests lowinterest
interestrates. rates.
Infrastructure Infrastructure
« PCAforecast contains a holding place foran + PCAforecast contains a holding place foran infrastructure
billon over 10

s $250 billion over 10 years. First pour 20 half of 2022.
« May be more "traditional” definition of infrastructure.
More cement intensive.
Housing
« No policy identified thatdirectly benefits housing.

Taxes
« Favors corporate.

Regulation

« Continued emphasis against adding to business,
emission and climate change regulations .

years. First pour 2% half of 2022,
May be less “traditional” definition of infrastructure with more
h broadband, transit, etc. cement

intensities.
Housing
+ 200,000 lowincome housing construction over 10 years.

Taxes
« Favors lower income runs less favorable corporate.

Regulation
. busine: d

climate change regulations .
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