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2021 Forecast Results

Despite everything that happened... m:f::ﬁcs
Duration Accuracy
US GDP 15 98.6%
US Ind. Production 19 98.3%
Europe Ind. Production 11 97.3%
Canada Ind. Production 12 99.5%
China Ind. Production 14 97.7%
Retail Sales 11 90.6%
Housing - Single Family 12 93.1%
Employment-Private Sector 18 99.2%

ITR Economics provides the best economic intelligence to reduce
risk and drive practical and profitable business decisions.



The US Economy
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Headline News But Not Foresight AR ECONBMIC

e “George Soros says US banks ‘basically insolvent’,” Reuters, 4/6/2009

e The financial sector ETF (XLF) established a low in February 2009)

Economy is Already Collapsing, Majority of Americans Believe
Newsweek June 17, 2022

= “Debt Crisis unsettles European economy,” — The Washington Post, 2/9/2010

= EU GDP declined for one quarter (1Q10) before resuming its ascent

s “Dow’s Brief Falls of 1000 Points Sets off Anxiety,” The New York Times, 5/6/2010

/

s S&P 500 declined further, hitting a low in June, closing up 28.1% one year later



Growth Through 2024 Source: BEA

US Gross Domestic Product, SAAR, Chained 2012 $ I7R Economics’ =g
. - an ITR ECONOMICS
3-Month Moving Average, Trillions of Dollars :: Trends
Report s

22
1{ GDPCON posted a -.4% decline from 4Q20. This follows a stronger-than-normal 4Q21 rise.
201 2. Business inventories showed a decrease. BEA cited a lack of inventory build at automotive 20
wholesalers and automotive dealerships as the primary culprit.
3. The trade deficit ballooned in 1Q22 as exports declined and imports soared. An increase in
18 the trade deficit decreases GDP. 18

4. Importantly, consumer spending, as measured by PCE, remained strong. Employment

remains strong. Business’ have lots of cash.
161 5. Personal income is above Pre-COVID levels. 16
6. Our forecast for GDPCON is unchanged. 1Q22 on the advanced estimate came in 0.6%

below the forecast average. Our analysis shows a December 2022 accuracy of 99.4%.




Source: BEA

Close Cyclical Relationship
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US and Texas GDP Growth Rate A
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Sources: WSJ, BEA

No Immediate Adversity Beyond the Emotional

US Federal Funds Target Rate to US Real Gross Domestic Product e —

. ITR ECONOMICS
Target Rate: Percent, GDP: Trillions of Dollars
Target Rate (Percent)

GDP (Tril 2012 Chained $)
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21
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Monthly \
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——GDP - 3MMA 1.75%
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Slowing Macro Growth Tends to Tame Inflation SouccisiR =

US Consumer Price Index to US Real Gross Domestic Product =
ITR ECONOMICS
3/12 Rates-of-Change
CPI GDP
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A Powerful Management Tool * Rates-of-Change

A

ITR ECONOMICS
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Based on data from a
consecutive 3-month
period compared to one
year earlier.

Anticipates shifts in
business cycle trends.

Based on data from a
consecutive 12-month
period compared to one
year earlier.

Defines the business
cycle.




Source: US Census Bureau

Indicating Cyclical Rise Ahead

US Private Nonresidential Construction e

. ITR ECONOMICS
Billions of Dollars

AN

3/\1ﬁrivate nonresidential construction in the United
States. Includes private construction of the 3.3%
following types: office, commercial, automotive, 1.9%
lodging, dining, retail, warehouse, storage
facilities, schools, dormitories, sports facilities,
galleries, museums, hospitals, medical buildings, M

special care facilities, religious buildings, fitness $492.9
centers, amusement parks, movie theaters, social

centers, transportation facilities, power facilities,
and manufacturing facilities.




Sources: ITR Economics, Institute for Supply Management,
OECD, Yahoo Finance, US Census Bureau, FRB

US Economic Leading

Indicators: Deceleration in 2022 & 2023

Indicator

Trend

Macro Indication

|~ 1N
S

ITR ECONOMICS

ITR Retail Sales Leading Indicator

ITR Financial Leading Indicator
JPMorgan Global PMI

OECD Leading Indicator

G7 Leading Indicator

Purchasing Managers Index (PMI)
ITR Leading Indicator

Wilshire Total Market Cap

US Business Confidence Index
Single-Family Housing Starts
Total Industry Capacity Utilization
US Exports, Goods — World

Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...
Deceleration probable for 2022...

Deceleration probable for 2022...




Plan on Growth Through 2023 S R

US Nondefense Capital Goods New Orders (excluding aircraft) 1TR Economics e —
o ITR ECONOMICS
Billions of Dollars :: Trends
R-0-C Report AT
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3/1\2 19112 12.0%
16 Vi PPN 9.3% - 1175
Deflated
! April monthly rise is steep and barely normal 1ose
3
6 May monthly rise average (10 years) :" | g25
Rate-of-change decline — expect a 3Q 3/12 low 852 1
-32 Essentially flat 12MMT in the second half of the year ' - 800
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Rise Through 2023 Source: FRB

US Industrial Production Index 1A Eeomamics” =1
- ITR ECONOMICS
2017 = 100 = Trends
. Report MMA
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Source: FRB

Strong Liquidity Positions

US Nonfinancial Corporate Business Liquid Assets o
. ITR ECONOMICS
Trillions of Dollars
R-O-C MMA
40 - 16.5
32 1212
20 - - 13.5
/ 9.9%
7.3%
. 10.5
-20 - - 7.5
$6.757
12MMA
-40 - 3MMA / - 4.5
'60 T T T T T T T T T T T T I 1.5
'00 02 04 06 08 10 12 14 16 18 '20 '22 '24



The US Macroeconomic Summary e

ITR ECONOMICS

D Consurr_ler_financial r_le_alth is Next Steps
good with incomes rising

D Businesses are profitable and v Ll your nu_mb_ers and
liquidity is high relevant leading indicators.

O

Situation looks stable




Financial Markets
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Increasingly Risk Laden

Sources: WSJ, BEA

US Stock Prices Index to US Domestic Corporate Profits with

Capital Consumption Adjustments
Data Trends

7

ITR ECONOMICS

SP5 Profits
10000 - - 10000
KlTR’S Senior Economist Eric Post: \

e The Optimizer leading indicator itself has formed a tentative low and is rising

slightly. The rise is not sharp enough or sustained enough to warrant going to
o0 cyclicals, per our algorithm, but it is nonetheless an encouraging green shoot. o0
“/ . .
alanltreconomlcs.com
——S&P 500 - Raw For information on the ITR
——Domestic Profits - 3SMMA Investment process
100 100
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Stimulus-Driven Ascent Is Dissipating SO

US Total Retail Sales =1
ITR ECONOMICS
Trillions of Dollars
R-O-C MMT
36 - - 13
8.5%
0 - 9
$7.807
o
-5
‘ ‘ 3




Retail Sales Are Holding Up Source: Johnson Redbook

Johnson Redbook Indexes for the US e —
ITR ECONOMICS
Percent, Raw Data
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. 14.6% o
3.6%

0 270 0
-10 - =10
-20 - =20
'30 —Total » '30
40 - e=m=Dept. Stores L 40

easDiscount Stores
B I o L A o B L T A B o e B LA o B B LA B o e B — =50

Sep-19 Jan-20 May -20 Sep 20 Jan-21 May -21 Sep 21 Jan-22 May-22 Sep 22 Jan-23



Retail Sales Deflated and GDP Heading to Soft Landing """ ¢ Bureas B84

US Total Retail Sales (deflated) to US Real Gross Domestic Product S —
ITR ECONOMICS
Rates-of-Change
GDP Retail Sales
12 - - 15
- 10
-5
0
Deflated Retail Sales A .
e==GDP - 3/12 May rise: Milder than normal, similar to 2021
o “Retail Sales (deflated) - 12/12 Seasonal rise: Median. 2021 was record steep 10
® GDP Forecast .
@ Retail Sales Forecast \ Tentative 1/12 low {
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Source: BEA

Rising Inflation Adjusted Wages

. . I
US Real Personal Income (excluding current transfer receipts) to US Real Personal Income i
ITR ECONOMICS
Annual Data Trends in Trillions of Chained 2012 Dollars
Income excl. Transfers Income
20 - - 20
18 $17 8 - 18
16 - 16
14 - $1 4-4 - 14
12 - 12
10 - - 10
8 ==|ncome excl. Current Transfer Receipts | 5
e===|lncome
6 : 6

1990 1995 2000 2005 2010 2015 2020 2025 2030



Retail Sales Can Rise With High Gas Prices Source; EIA, USICHESEES

US Retail On-Highway Gas Price to US Total Retail Sales (deflated) i
ITR ECONOMICS
Annual Data Trends
Gas Price (Dollars) Retail Sales (Trillions of Dollars)
4 - - 3.0
$3.76
$2.768
3 - 12MMA - 2.5
v
2 - - 2.0
o>
1 - - 1.5
e===Gas price - 12MMA
emmRetail Sales - 12MMT
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Source: FRB

The Consumer Is In A Sound Financial Position

US Household Debt Service Payments as a Percent of Disposable Personal Income i
ITR ECONOMICS

Raw Data: Percent

14 -

Stimulus checks
pushed the % down.
Expect the % to rise to
the pre-COVID level.
12 7 No problem on the
near-term horizon.

13 -

11 -

——=Service Payments - Monthly
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Employees Market Source: BLS

US Number of Unemployed Persons per Job Opening =1
ITR ECONOMICS
Raw Data, Number of Persons
7. -7
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Inflation and
Interest Rates

45¥)

\ '33215"'{"

\

ITR ECONOMICS
First In Forecasts Worldwide




Sources: WSJ, BLS

Potential to Do Some Real Damage

US Federal Funds Target Rate to US Consumer Price Index e

ITR ECONOMICS
Target Rate: Percent, CPI: 1/12 Rate-of-Change

20 - - 20
——CP1-1/12 Scary thought: The FED has a
16 ——Target Rate - Monthly history of raising the target rate to 16
match or exceed the rate of
inflation
12 Monthly L 12




Rates-of-Change
CPI

10 -

US Personal Consumption Expenditures Price Index (excluding food and energy)

Disinflation has begun Sources: BLS, BEA
US Consumer Price Index to

7
| g
ITR ECONOMICS
Personal Expenditure
- 10
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°e
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L )
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Source: BLS, EIA

High Energy Prices But the Rate of Inflation is Declining

US Consumer Price Index to US Crude Oil Spot Prices S —
Rates-of-Change ITR ECONOMICS
Total CPI oil
127 - 280
e==CP| - 3/12
9 - —Qil -1/12 o - 210
1112 8.6% y

312
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Sources: BLS, FRB

A Monetary Signal Pointing to Less Inflation

US Consumer Price Index to US M2 Money Supply (deflated) e —
ITR ECONOMICS
Rates-of-Change
CPI Money Supply
9 - - 30
e=CPI| - 3/12
e===Money Supply - 1/12
6 - 20
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3 - / 112 / - 10
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0 - - 0
Money Supply
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Dr. Copper Says Inflation Moderation Ahead

Sources: BLS, WSJ

US Consumer Price Index to Copper Futures Prices g
ITR ECONOMICS

3/12 Rates-of-Change

g?l Copper?q%%

6 - - 80

. W) A
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-3 - - =40

i Copper Price Wi
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Sources: BLS, White House Office
of Management and Budget

A Clear Indication of Near-Term Disinflation

US Consumer Price Index to US Total Government Spending e —
ITR ECONOMICS
3/12 Rates-of-Change
CPI Spending
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Sources: BLS, FRBNY

Easing Supply Chain Pressures Foreshadow Easing Inflation

US Consumer Price Index to Global Supply Chain Pressure Index o
ITR ECONOMICS
12/12 R-O-C to Quarterly Data Trend
CPI S ly Chai
§F upply Chelr
e CP| - 12/12 :
----- CPI Forecast - 12/12
aa— in - .:.
6 - Supply Chain - SMMA .:. 30
12/12 AL
*+-15
Y 0.0
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FOMC Member Interest Rate Projections ek

Fed Open Market Committee | June 2022 i
ITR ECONOMICS
5 e
. ()
4 e o e Make acquisitions
0 L3 ®
L) Cooo ® :
@sseseee @ €2800800 Invest in your
Lo & = ®» @ e roducts — innovate
3 ~ o 3 P
3 z Invest in your o
2 L @ processes — efficiency
gains, supply chain
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0 \ /
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Pricing Pressures Summary

A .
ITR ECONOMICS

0O 0O O

Disinflation probable late this
year and in 2023

Disinflation will give the Fed
latitude to be non-aggressive
with interest rates

Use the time to strategize on a
program for dealing with
relentless inflation later this
decade

Next Steps

Use the abeyance in pressure to
formulate a long-term strategic
plan re: price increase

Know and expound upon your
competitive advantages
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Texas Population Growth Rate Soures e

Percent Change from Population Estimates 2016 to 2020 [TEECS
City Growth Rate
Houston 0.4%
San Antonio 5.3%
Dallas 1.5%
Austin 5.9%
Fort Worth 8.4%
El Paso 0.4%
United States Total 2.0%

KA RSE AR TASE



Ongoing Demand for People Source: BLS

US Plumbing and HVAC Contractors Employment o —

. ITR ECONOMICS
Millions of People
ROC MMA
10 3/12 12/12 - 2.0
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Strong Rate of Rise — Some Easing as Inflation Eases SOt S

US Plumbing and HVAC Contractors Average Annual Earnings e —

ITR ECONOMICS
Thousands of Dollars

ROC MMA

10 - - 95
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- 65

- 55
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Higher and Higher Source: BLS

Plumbing and HVAC Average Annual Wages, US vs. Texas o —
ITR ECONOMICS
Thousands of Dollars
us
70 - $67.4
=US $63.3
60 - m Texas
50 -
40 -
30 -
20
10 -
0 |
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Source: US Census Bureau

Positive News for the Texas Economy

Texas Housing Permits =1

. ITR ECONOMICS
Thousands of Permits

Location 1212 Phase Annual Trend Direction
Texas Total 6.5% 261.4 N
Texas Single-Family -0.4% D 174.5 N4
Texas Multi-Family 23.5% B 87.0 N
*San Antonio Single-Family 10.1% 13.6 p
*Houston Single-Family 3.0% 54.1 N
*Dallas Single-Family 1.8% 49.7 N
*Austin Single-Family 1.0% 24.2 N/

*Metropolitan Statistical Areas

ACCELERATING GROWTH RECESSION
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Markets
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Strong Indication Of Cyclical Rise Ahead

Source: US Census Bureau

US Private Nonresidential Construction e
. ITR ECONOMICS
Billions of Dollars 2022 5.3%,
R-O-C MMT
30 - 2023 | 7.3% 800
3/12 12/12 ) 3.3%
o
p \ J /\ W ) 1.9%
\ i 'Av‘\ I‘
0 \ - \V/ 600
\ .’w
S o
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-30 - - 400
SMMT 12MMT
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Housing Leads — Nonresidential Lags SO

US Private Nonresidential Construction to US Single-Unit Housing Starts 17R Economics’ o —
o ITR ECONOMICS

12/12 Rates-of-Change :: Trends

Construction Report Housing Starts

45 - - 45

30 | Mid 2023 - 30

15 - ‘ - 15

Construction

+«+++Construction Forecast Housing Starts
====Housing Starts Lead by 25 Months
45 | | | ‘ ‘ |
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Tight Correlation Between Renovation and New Construction et o il

US Census Bureau

US Total Nonresidential Construction Renovations to e —
US Private Nonresidential Construction ITR ECONOMICS
12/12 Rates-of-Change

Renovations NonRes Construction
30 - - 30

20 - - 20
10 - ° - 10
0%0¢
..0 0.
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-20 - «===NonRes Construction . - -20
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OngOing CyCIicaI Rise Source: ConstructConnect

US Total Nonresidential Construction Renovations e

. ITR ECONOMICS
Billions of Dollars

3/12

12/12
. /
G)tal nonresidential construction renovations put in pl [ 2%
put in place in
the United States. Includes construction renovations for the 1%

following: lodging, office, commercial, health care,
educational, religious, public safety, recreation,
transportation, communication, power, highway and street,
sewer, water, conservation, and manufacturing .
Construction put in place measures the total spending on
construction, including spending on intermediate goods e.g.
money spent on cement, wood or ready to fit appliances.

»361.4

| decline
years)




Expect Construction To Rise Through Mid 2023

Source: US Census Bureau

US Private Office Construction i
. ITR ECONOMICS
Billions of Dollars
R-O-C MMT
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The Macro Outlook Says Office Construction Slows 2H23 e ts CensusBurean

US Private Office Construction to US Industrial Production Index e —
ITR ECONOMICS
12/12 Rates-of-Change
Office Construction USIP
45 - - 15
30 - - 10

15 A ‘ .‘f 5
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/ <+« Office Construction F t
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Struggling to Find a Cyclical LOW... Source: ConstructConnect

US Total Value of Office Construction Renovations =1
BI”lOﬂS USD ITR ECONOMICS
R-0-C MMT
120 - " 65

3/12 12/12
0 5 45
-8.6%
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Near- Term CyCIicaI Rise Source: US Census Bureau

US Private Health Care Buildings Construction o —
. ITR ECONOMICS
Billions of Dollars
R-O-C MMT
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Clear Indication Of More Rise Ahead

Source: US Census Bureau

US Private Education Construction e —
. ITR ECONOMICS
Billions of Dollars
R-O-C MMT
- 55
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15 16.2%
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Decelerating Rise Ahead Source: US Census Bureau

US Private Multi-Family Residential Construction i

. ITR ECONOMICS
Billions of Dollars
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Not MOVing With the National Trend Source: ConstructConnect

US Texas Total Value of Nonresidential Construction Renovations e

. ITR ECONOMICS
Billions of Dollars

R-O-C MMT
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More Opportunities Source: ConstructConnect

US Texas Total Value of Commercial Construction Renovations e —
ITR ECONOMICS
Billions of Dollars
R-O-C MMT
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Opportunities Source: ConstructConnect

US Texas Total Value of Office Construction Renovations =1
o ITR ECONOMICS
Billions of Dollars
R-O-C MMT
300 - - 12
12/12
150 - - 10
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A LOOk at Texas Source: ConstructConnect

Value of New Construction e

ITR ECONOMICS

12/12 Phase 3/12 Phase 12MMT 12MMT Notes

Austin Commercial 7.1% 5.4% $1.5bn Decelerating rise

Dallas Commercial 11.1% B 28.7% B $3.4bn Rising

Houston Commercial -4.3% A -6.6% D $3.1bn Declining

San Antonio Commercial 12.9% B 17.8% B $1.3bn Rising

Austin Office -30.3% A -0.4% A $3.0bn Declining—12/12 A
Dallas Office -11.9% A 1.5% B $3.8bn Rising

Houston Office 7.8% B 9.7% $2.2bn Decelerating rise
San Antonio Office 13.2% B 10.1% $ 0.7 bn Decelerating rise

o
>
N
vy

RECESSION
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ITR ECONOMICS

First In Forecasts Worldwide

Any questions?

See past the media noise with

an ITR Insider™ membership.
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