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Trends Report

ITR Leading Indicator™

STEEP DECLINE TO A NEW LOW

With April data, the ITR Leading Indicator™ declined to a new low for this cycle. This decline, precipitated by COVID-19 shutdowns and unusually
low oil prices, signals decline in the US Industrial Production 12/12 into the first half of 2021. We are monitoring the Leading Indicator for a return
to rise as shutdowns are lifted, as that will be an early signal of the recovery we are expecting for the US economy next year.

The Leading Indicator is shifted forward by eight months on the chart below.

INDICATOR ANALYSIS

ABOUT THE REPORT

Following a system of leading indicators, as outlined in the book Make Your Move by ITR Economics CEO Brian Beaulieu and President Alan
Beaulieu, produces reliable insights pertaining to the future business cycle phases of the economy. Using that same system, ITR Economics has
accurately forecasted future economic conditions and advised clients on how to increase profitability and reduce risk since 1948. Our forecast
accuracy rating is 94.7% at four quarters out.
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Trends Report Core 1 May2020

ITR Retail Sales Leading Indicator™

INDICATOR DECLINED FURTHER IN MARCH

The ITR Retail Sales Leading Indicator™ declined further in March. The Indicator, while above the previous low, has yet to exhibit defined upward
movement and will likely decline in April in response to COVID-19. Our overall analysis of the Indicator suggests that Retail Sales are unlikely to
transition to a sustained business cycle rising trend during the upcoming three to four quarters.

The Leading Indicator is shifted forward by 12 months on the chart below.

ITR CURRENT DATA

ABOUT THE REPORT

Following a system of leading indicators, as outlined in the book Make Your Move by ITR Economics CEO Brian Beaulieu and President Alan
Beaulieu, produces reliable insights pertaining to the future business cycle phases of the economy. Using that same system, ITR Economics has
accurately forecasted future economic conditions and advised clients on how to increase profitability and reduce risk since 1948. Our forecast
accuracy rating is 94.7% at four quarters out.
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Core / May 2020

Trends Report

US Total Industry Capacity Utilization Rate

RATE 1/12 PLUMMETED IN MARCH DUE TO COVID-19 SHUTDOWNS

The US Total Industry Capacity Utilization Rate 1/12 dropped sharply in March. The drastic decline is consistent with COVID-19 containment
shutdowns. Decline in the Rate 1/12 signals the US Industrial Production Index 12/12 will decline for at least the next two to three quarters.

The Rate is shifted forward by seven months on the chart below.

INDICATOR ANALYSIS

ABOUT THE REPORT

Following a system of leading indicators, as outlined in the book Make Your Move by ITR Economics CEO Brian Beaulieu and President Alan
Beaulieu, produces reliable insights pertaining to the future business cycle phases of the economy. Using that same system, ITR Economics has
accurately forecasted future economic conditions and advised clients on how to increase profitability and reduce risk since 1948. Our forecast

accuracy rating is 94.7% at four quarters out.
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Trends Report Core 7 May 2020

US Conference Board Leading Indicator

LEADING INDICATOR 1/12 DROPPED IN MARCH

The Conference Board's US Leading Indicator 1/12 declined sharply in March. The steep decline in the Indicator 1/12 is primarily due to two
back-to-back black swan events, which interrupted the rising trend that had been forming. The decline suggests that weakness in US Industrial
Production will persist into the second half of this year.

The Leading Indicator is shifted forward by eight months on the chart below.

INDICATOR ANALYSIS

ABOUT THE REPORT

Following a system of leading indicators, as outlined in the book Make Your Move by ITR Economics CEO Brian Beaulieu and President Alan
Beaulieu, produces reliable insights pertaining to the future business cycle phases of the economy. Using that same system, ITR Economics has
accurately forecasted future economic conditions and advised clients on how to increase profitability and reduce risk since 1948. Our forecast
accuracy rating is 94.7% at four quarters out.
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Trends Report Core 1 May2020

US ISM PMI (Purchasing Managers Index)

PMI DECLINED FURTHER IN APRIL

The US ISM PMI (Purchasing Managers Index) 1/12 declined further in April, falling below the previously established August 2019 low. This is
primarily due to COVID-19-related shutdowns within the manufacturing sector. As a result, expect the US Industrial Production 12/12 to decline

into 2021.

The PMl is shifted forward by 12 months on the chart below.

INDICATOR ANALYSIS

ABOUT THE REPORT

Following a system of leading indicators, as outlined in the book Make Your Move by ITR Economics CEO Brian Beaulieu and President Alan
Beaulieu, produces reliable insights pertaining to the future business cycle phases of the economy. Using that same system, ITR Economics has
accurately forecasted future economic conditions and advised clients on how to increase profitability and reduce risk since 1948. Our forecast
accuracy rating is 94.7% at four quarters out.
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Trends Report Core 1 May2020

US Industrial Production Index, 2012 = 100, NSA

HIGHLIGHTS RATE-OF-CHANGE
* We revised our outlook for Industrial Production
downward

* Production is still expected to decline into early 2021
but will descend lower than previously anticipated

* We expect a robust recovery due in part to the size
and timeliness of the fiscal and monetary stimulus

FORECAST
12/12 12MMA
2020: -7.1% 101.7
2021: 3.8% 105.5
2022: 4.3% 110.0 DATA TREND
OVERVIEW

A series of leading indicator datapoints and ongoing
developments have made it clear that the early-2020
black swan events will have a more pronounced negative
impact on Production than we had previously anticipated.
We lowered our 12MMA expectations by 3.5% and 3.0%
for 2020 and 2021. The 2022 value was lowered by just
0.2%. We expect that the additional pain will clear out
some of the structural economic imbalances now rather
than later, making way for a robust recovery fueled by
timely and massive fiscal and monetary stimulus.

The US Industrial Production 122MMA in March was 0.4%

below the year-ago level. Monthly Production declined LINKS
5.2% from February to March, a severity surpassed only
by the 6.7% decline from February to March of 1933.
Ask an Analyst Data Methodology

We are expecting shutdown orders to be lifted during
the second half of the year, resulting in a rebound in US
industrial activity (3MMA) beginning late this year. Use
this downtime to make the necessary changes to your

capacity, depending on your end-market breakdown. R Bk AT @1 2

Consider reaching out to ITR for
an analysis of your specific vertical
markets, as they may be reacting

differently to current developments.
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Trends Report Core / May2020

US Nondefense Capital Goods New Orders (excluding aircraft) Billionsof Dollars, Nsa

HIGHLIGHTS RATE-OF-CHANGE

* We lowered the forecast due to ramifications of the
black swan events

* Spending will decline into early 2021 before rising
through 2022

e The 12MMT will be below the current level for at least
the duration of the forecast

FORECAST
12/12 12MMT
2020: -15.8% 696.1
2021: 3.9% 723.3
2022: 4.2% 753.7 DATA TREND
OVERVIEW

The ramifications of COVID-19 and persistently low oil
prices suggest that significant decline in US Nondefense
Capital Goods New Orders (excluding aircraft) is
imminent. Accordingly, we revised the forecast downward
by 9.0%, 10.7%, and 9.8% for 2020, 2021, and 2022,
respectively.

The New Orders 12MMT ticked down in March and is
virtually even with the year-ago level. New Orders will
decline into early 2021. Due to the aforementioned
developments, prior tentative lows in leading indicators
- such as the ITR Leading Indicator™, the US ISM

PMI (Purchasing Managers Index), and the US Total LINKS
Industry Capacity Utilization Rate - failed to hold.
The re-established decline in these leading indicators
Ask an Analyst Data Methodology

corroborates our expectation for additional New Orders
business cycle decline in the coming quarters. Spending
will then rise through 2022. New Orders will be below the
current level through at least 2022.

ITR MANAGEMENT OBJECTIVE

If the ongoing impacts of the black
swan events are hitting your markets

hard, consider cost-cutting measures
such as pay freezes, hiring freezes, or
the elimination of overtime.
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=¥ Trends Report Core 1 May 2020

US Wholesale Trade of Nondurable Goods Trillions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE

* We revised our forecast downward to account for
updated research regarding the impacts of the black
swan events

* The 12MMT will decline into early 2021

* Outside the restaurant and bar segment, the food
and beverage industry is a potential winner

FORECAST
12/12 12MMT
2020: -8.2% $2.859
2021: 4.0% $2.974
2022: 4.5% $3.108 DATA TREND
OVERVIEW

We revised our outlook for US Wholesale Trade of
Nondurable Goods in light of updated research into the
macroeconomic impacts of COVID-19 and the oil market's
supply/demand imbalance. We revised the Wholesale
Trade 12MMT forecast downward by 3.7%, 5.8%, and
3.9% for 2020, 2021, and 2022, respectively.

The February Wholesale Trade 12MMT was up 1.8% from
last year. Expect the Wholesale Trade 12MMT to decline
imminently; decline will extend into early 2021. Spending
will then rise with the overall US economy through at
least 2022.

LINKS
Grocery stores and, in most states, liquor stores have
been designated as essential. We therefore expect that
side of the food and beverage industry to fare better
than other nondurable markets. Be aware that some

Ask an Analyst Data Methodology

factories have shut down as the illness spreads, which

may cause supply chain issues. Check your supply chain ITR MANAGEMENT OBJECTIVE

for alternatives — ensure you have the products to meet Ensure you track your company’s

your customers’ needs. rates-of-change with the leading
indicators; consider reaching out
to us for a free 14-day trial of our

DataCast™ program.
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H Trends Report Construction / May 2020
US Multi-Unit Housing Starts Thousands of Units, NSA
HIGHLIGHTS RATE-OF-CHANGE

* New data revealed the second-steepest February-to-
March decline in the 62-year data history

* We revised our outlook due to the economic effects
of COVID-19

* We expect the Starts 12MMT to decline about 30%
from the recent peak to the upcoming mid-2021 low

FORECAST
12/12 12MMT
2020: -7.2% JS2
2021: -12.0% 328.5
2022: 25.1% 410.9 DATA TREND
OVERVIEW

While the 122MMT was 2.2% above the forecast range,
monthly US Multi-Unit Housing Starts ticked down in
March to 28,400 units, coming in 0.4% below the March
2019 level. This is the second-steepest February-to-
March decline in the 62-year data history. Trends in
new car sales and the labor market point to a weakened
US consumer. As some consumers are unable to make
rent, builders will take note of the risk, hindering Starts.
We lowered the forecast by 7.7% for 2020, 18.3% for
2021, and 1.5% for 2022 due to the economic impact of
COVID-19.

The Starts 122MMT will decline through mid-2021. At the LINKS
trough, we expect annual Starts to be approximately
30% below the February 2020 peak. Macroeconomic
rise and the underlying shortage of affordable housing
will support rise in Starts in the second half of 2021 and
throughout 2022. We expect that Starts will be about 6%
below the February 2020 peak by year-end 2022.

Ask an Analyst Data Methodology

ITR MANAGEMENT OBJECTIVE

Consider cutting expenses, reducing
headcount, or instituting a pay freeze

to conserve cash during the upcoming
downturn in Starts.
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Trends Report Construction / May 2020

US Private Office Construction Billians of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE

* Construction in the 12 months through February was
up 4.7% year over year

* Expect an imminent 12MMT peak followed by decline
into late 2021

* A 2021 US economic recovery won't manifest in
Construction until 2022

FORECAST
12/12 12MMT
2020: -8.8% $62.5
2021: -11.4% $55.4
2022: 10.4% $61.1 DATA TREND
OVERVIEW

US Private Office Construction in the 12 months through
February was up 4.7% from a year ago. The Construction
12MMT will peak imminently, then decline into late 2021.
Spending will subsequently rise through at least 2022.

Many US companies’ offices are shut down as the country

battles COVID-19. We may see a movement toward

a larger proportion of remote workers in the coming

years, which could depress demand for office space.

More immediately, cash flow constraints suggest that

investment in the construction of new offices will be

negatively impacted this year and into next. US Real GDP

is expected to rise during 2021. The Office Construction LINKS
market typically lags the economy by about one year.
Many companies will be regaining their footing in
2021; Construction may not benefit from that upward
momentum until 2022.

Ask an Analyst Data Methodology

ITR MANAGEMENT OBJECTIVE

Stay on top of aging receivables as this
market traverses the back side of the

business cycle into the second half of
2021.
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Trends Report Construction / May 2020

US Total Education Construction Billions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE
e Construction transitioned to Phase D, Recession

* We adjusted the US Total Education Construction
forecast following a downgrade to the Higher
Education component

» Expect spending to decline into the second half of

next year
FORECAST
12/12 12MMT
2020: -9.8% $88.4
2021: -3.5% $85.2
2022: 5.9% $90.3 DATA TREND
OVERVIEW

The US Total Education Construction 122MMT declined
further in February. Construction was down 0.1% from
one year ago, marking a transition to Phase D, Recession.
We adjusted our Construction outlook downward to
account for our expectations for the Higher Education
component, which we had downgraded due to ongoing
economic repercussions stemming from COVID-19. Total
Education Construction spending will decline through the
remainder of 2020 and into the second half of 2021. Rise
will then take hold and persist through at least 2022.

Traditional higher education institutions are facing

uncertainty with regard to when their campuses will LINKS
reopen and how many students they may lose to
online learning programs. As some institutions trim
Ask an Analyst Data Methodology

their budgets, we are likely to see less investment in
construction projects, particularly at the higher education
level. We have already seen reports in the news of higher
education projects halted.

ITR MANAGEMENT OBJECTIVE

Consider working with towns and
cities to secure construction or

However, the broader Education Construction market
does offer some opportunities amidst COVID-19 related
shutdowns; with classrooms empty, some schools and

renovation projects while students
and faculty are required to stay home.

districts are moving forward on building renovations.
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Trends Report Construction / May 2020

US Total Hospital Construction Billions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE
* The Construction 12MMT was down 3.5% from the
year-ago level

* Spending will trend along the lower range of our
forecast in at least the near term before rising more
noticeably into early 2022

* The potential for lost hospital revenue due to the
delay of nonessential care is a downside risk

FORECAST
12/12 12MMT
2020: 1.7% $25.2
2021: 3.5% $26.1
2022: -5.1% $24.8 DATA TREND
OVERVIEW

The US Total Hospital Construction 12MMT in February
was down 3.5% from the year-ago level. Hospital
Construction is an essential industry in the fight against
COVID-19 and will likely be prioritized or expedited.
Movements in our system of leading indicators — including
trends in US Hospital Construction Starts - confirm the
forecast trajectory. Taken together, these factors suggest
our long-term forecast expectations are probable.

Spending will be relatively flat this year compared
to 2019. Expect the Construction 12MMT to rise
more noticeably through 2021 and into early 2022.

Construction spending will likely trend along the lower LINKS
range of our forecast in at least the near term due to
otential labor and supply-chain disruptions. Spendin
- 2 . . . Ask an Analyst Data Methodology

will decline during the majority of 2022.

Many elective appointments, procedures, and surgeries
have been cancelled or delayed. Therefore, many

hospitals’ financial positions may be compromised due to ITR MANAGEMENT OBJECTIVE

decreased revenue. This is a significant downside risk to Scrutinize your supply chain; seek

our outlook. secondary or tertiary sources as
necessary to minimize the impact of
delayed delivery times.
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Trends Report Construction / May 2020

US Private Manufacturing Construction Billions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE

* The February Construction 12MMT was up 4.8% year
over year

* The 12MMT ticked down in February and will decline
into late 2021

* Adrop in the US Manufacturing Capacity Utilization
Rate informs our Construction outlook

FORECAST
12/12 12MMT
2020: -19.3% $59.7
2021: -23.7% $45.6
2022: 17.3% $53.5 DATA TREND
OVERVIEW

US Private Manufacturing Construction in the 12 months
through February totaled $74.3 billion, 4.8% above the
year-ago level. The Construction 12MMT ticked down,

in line with our expectations for this market. Expect
Construction spending to decline into late next year. Rise
will then characterize 2022; however, the 12MMT will
remain below the current level through that time.

The US Manufacturing Capacity Utilization Rate fell 4.8
percentage points from February to March, reaching
the lowest level of utilization (70.8%) since early 2010.
This sharp decrease in capacity utilization is due to the

COVID-19 manufacturing shutdowns. The diminished LINKS
utilization signals that companies will likely have limited
resources — and reduced incentive — to invest in new
Ask an Analyst Data Methodology

manufacturing spaces.

ITR MANAGEMENT OBJECTIVE

Ensure your business is right-sized;
this Construction market will remain

below the current level through at
least 2022.
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Trends Report

US Private Multi-Tenant Retail Construction

HIGHLIGHTS

* Annual Construction was down 40.5% from the year-
ago level

e The 12MMT will decline into mid-2021

* Declining department store retail sales will reduce
profits and subsequently limit investment in Multi-
Tenant Retail Construction

FORECAST

12/12 12MMT

2020: -26.5% $11.1

2021: -0.7% $11.0

2022: 14.9% $12.7

OVERVIEW

US Multi-Tenant Retail Construction during the 12
months through February was down 40.5% year over
year. We adjusted the forecast downward to align with
our macroeconomic and nonresidential construction
outlooks, themselves revised downward in light of
ongoing impacts stemming from COVID-19. The
Construction 12MMT will decline into mid-2021. Expect
spending to subsequently rise into at least late 2022.
However, spending will not return to the current level
through the length of this forecast.

Multi-Tenant Retail Construction was declining rapidly
before the pandemic struck. Now, shutdowns and social
distancing measures are curbing consumer spending

at brick-and-mortar stores. We saw evidence of this in
US Department Stores Retail Sales (excluding leased
departments) in March, down 25.3% from March 2019.
Some businesses may not recover. This will likely limit
investment in multi-tenant retail projects in the coming

Ask an Analyst

years.

onDemand

LINKS

Construction / May 2020

Billions of Dollars, NSA

RATE-OF-CHANGE

DATA TREND

Data Methodology

ITR MANAGEMENT OBJECTIVE

Manage your accounts receivable
closely as spending declines into mid-

2021.
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Trends Report Construction / May 2020

US Private Warehouse Construction Billions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE

* The Construction 12MMT rose further in February, up
3.5% from the year-ago level

* Spending during 2020 will be relatively flat versus
2019

* E-commerce trends will likely buoy this market
against COVID-19 negativity

FORECAST
12/12 12MMT
2020: 1.6% $33.9
2021: 1.5% $34.4
2022: 7.4% $36.9 DATA TREND
OVERVIEW

US Private Warehouse Construction in the 12 months
through February was up 3.5% compared to the same
time last year. The Construction 122MMT rose further and
is trending along the upper end of our forecast range.
The ITR Checking Points™ system suggests Construction
could outperform our forecast. However, multiple leading
indicators to Construction are suggesting downside
macroeconomic risk, cautioning against an upward
revision. The forecast is unchanged. Plan for Construction
spending to trend closer to the forecast range as 2020
progresses. We expect that spending in 2020 as a whole
will be only modestly higher than in 2019. Spending will

rise more noticeably starting in late 2021 and extending LINKS
through at least 2022.
Ask an Analyst Data Methodology

US Non-Store Retail Sales in March came in 12.1%
above the March 2019 figure. Stay-at-home orders are
accelerating consumers’ shift from brick-and-mortar
stores toward “non-stores.” As online retailers move to
offer grocery products - one consequence of this trend ITR MANAGEMENT OBJECTIVE
- they will likely need further warehouse space. Such
drivers will keep Construction growing this year.

In this COVID-19-colored environment,
look for opportunities associated with

nearshoring and e-commerce.
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Trends Report Construction / May 2020

US Public Water & Sewer Facilities Construction Billions of Dollars, NSA

HIGHLIGHTS RATE-OF-CHANGE

* We lowered our expectations for US Public Water and
Sewer Facilities Construction

» Expect spending to decline through around year-end
2021 before rising at least through 2022

* Municipal Bond Issuances fell sharply, suggesting
diminished Construction projects later in 2020

FORECAST
12/12 12MMT
2020: -3.6% $40.1
2021: -7.3% $37.2
2022: 6.9% $39.8 DATA TREND
OVERVIEW

We revised our expectations for both the Water and
Sewer components of US Public Water and Sewer
Facilities Construction. Monthly US Municipal Bond
Issuances fell sharply in March, coming in 35.6% below
the March 2019 level. This signals that funding for
public projects will be squeezed. While many Water and
Sewer projects are likely to be designated as essential,
the fiscal strain attendant to a weaker economy and
the fight against COVID-19 will likely impact states and
municipalities in the coming years. Furthermore, voters
will likely be more reluctant to greenlight such projects,
given the tax burden they typically impose.

LINKS
Construction during the 12 months through February was
12.8% above the same time period last year. Construction
Ask an Analyst Data Methodology

spending will peak imminently and subsequently decline
through 2021. The Construction 12MMT will then rise
through at least 2022.

ITR MANAGEMENT OBJECTIVE
Ensure you have a strong cash

position as this segment contracts
through 2021.
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