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The industry will evolve more over

the next 5 years than it has over the
last 50 years”
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Convergences
Existing Things Coming Together in New Ways

 Technological and Energy
 Economic and Value Creation

e Societal and Culture

« Communications and Connectivity

e S : * Regulatory and Rules of the Road
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Speed of Change is Changing

Technology adoption in US households

Technology adoption rates, measured as the percentage of households in the United States using a particular technology.
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Note: See the sources tab for definitions of household adoption, or adoption rates, by technology type.
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Innovation & Adoption
Reaching a Tipping Point

Sisyphus Effect

Snowball Effect

Tipping Point
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FMI Current State of the
Industry

for the Built Environment




Where are we in the current cycle?

Total construction spending put in place (US)

Billions of constant 2009 dollars
Source: 2018 FMI Overview, Featuring FMI's Third Quarter 2018 Construction Outlook
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Modest industry optimism or cause for concern?

AEC-specific economic indicators

AlA Architecture Billings Index (AlA) and FMI Nonresidential Construction Index (NRCI); October 2007- July 2019
Source: AlA, FMI
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Predicting the next US recession

Predictive indicators

Source(s): FMI analysis of multiple sources

Indicators / Metrics

Recessions
Considered

Correct
Predictions

False
Positives

Prediction
Strength*

Flag/
Warning
Timing

Risk Assessment/

Trending

Yield Curve Inversion 5 5 - High (100%) ~2-3 year HIGH ‘
New Home Sales 6 5 1 High (67%) ~1-4 year MODERATE 1‘
Unemployment Rate 6 4 - High (67%) ~1 year LOW ‘v
US Trade Balance (BOP % change) 6 6 2 High (67%) ~1 year LOW ‘v
Money Supply 7 5 1 High (57%) ~1-3 year MODERATE @
Lumber Sales 2 2 1 High (50%) ~1-2 year HIGH ‘
MBS Held by Banks 2 2 1 High (50%) ~1-2 year LOW ‘.‘
Rental Vacancy Rates 9 4 - (44%) ~1-4 year MODERATE @
Residential CPIP 6 3 1 (33%) ~1-3 year MODERATE @
Stock Market Performance 3 2 1 (33%) <1 year MODERATE ‘.‘
Copper Price (Doctor Copper) 7 4 2 (29%) ~2-5 year HIGH f
Consumer Confidence (OECD) 8 5 4 Low (13%) ~1 year MODERATE @
Heavy Duty Truck Sales 7 4 4 Low (0%) ~1-2 year MODERATE @
Manufactured Goods, New orders 2 1 1 Low (0%) ~1 year MODERATE <:Z>
US Trade Balance (values) 6 1 1 Low (0%) ~1 year LOW ‘.‘
Unemployment Claims 7 4 5 Low (-14%) ~1 year MODERATE @

FMI
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Mixed Signals

Is it too soon to begin using the R-word?

mcmm  Consumer confidence remains high

i  Unemployment remains below the Federal Reserve’s target

Corporate earnings surpassed expectations

No expected increase in the fed funds rate

o
h Increased capital growth and higher exports boost manufacturing

GDP continues to be positive

FMI Corporation Copyright 2019
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Three segments make up half of forecast spending

Forecast spending by nonresidential building segment (five-year total; 2019- 2023)
US; Billions of current dollars
Source: FMI Q2 2019 forecast
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Activity concentrates in fewer markets

Nonresidential building construction spending put in place by metro market (2018)
Forecast by Metropolitan Statistical Area (MSA)

Source: FMI
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Finding more people is not the only answer

DANIEL J. B, MITCHELL
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Tech Investment is Accelerating

Quoting from a recent report from research company

CREtech, The Journal reported that venture capital

investment in private contech firms increased from $352

million in 2016 to more than $6 billion in 2018. As of the

end of June, investments totaled more than $4 billion,

indicating that capital injections into contech in 2019 could

surpass those made in 2018

— Construction Dive, July 3, 2019
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Past Tech investment activity over the last 24 months

Scheduled acquisitions that occurred  An example of platforms ripe for M&A or

ROBOTICS

over the last two years: investment:
+ ||&KATERRA buys many A/E/C firms ==u i
. @Trimble buys - Builder'$® ' :
= Inmiie buy N . 49HOLO
A d BUiloeR
« {\ AUTODESK. buys £J.assemble - SMMRTVID.IO
+ ORACLE buys aCONEeX - f tes
- @Trimble buys }/ VIEWPOINT * () proneDeploy
TRADETAPP -BUILT

» (& BUILDINGCONNECTED buys &=
. Construction
- {\ AUTODESK. buys (@) PlanGrid Robotics

« BOREALIS rajses $58M in builttech fund

by BUILDINGCONN

« PROCEORE closes $75M fund witha $1B
valuation

. {\ AUTODESK. buys (& BUILDINGCONNECTED
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FMI Future of The Industry

for the Built Environment




Smart Cities

« 5G and wireless
electricity enable
sensor technology
nearly everywhere

 Autonomous vehicles
change the way we
build cities and roads

* Public and private
collaboration
replace infrastructure

« Cybersecurity
becomes even more
critical

SMART CITY USE CASES

increases to retrofit or @ @ ‘ ‘ ‘ ‘ @ @

WEATHER DIGITAL ACOUSTIC WATER & GAS TRAFRC ELECTRIC SECURITY AND
SENSORS SIGNAGE SENSORS METERING UGHTS & VEHICLE NVERTERS SURVEILLANCE ’MNAGEMENT

CHARGING
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Changing Industry Dynamics

Project delivery will
become more
expedited then it
already has

Megaprojects (>$1
billion) will become
the norm requiring
greater levels of
coordination and
sophistication

Stakeholder
influence is shifting
away from the
traditional roles

Owner

Subcontractors

Single Contract

Consultants

Material
Suppliers

FMI Corporation Copyright 2019
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Construction Tech

Advanced
materials will
become integrated
into the built
environment

Remote control
and automation will
reduce labor on the
job site

Big data and
artificial
intelligence will
transform
engineering and
architecture

FMI Corporation Copyright 2019
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The current model is
prime for disruption

Increased
connectivity between
contractor and
manufacturer

Modularization and
mass customization
will become the norm

The lines begin to
blur between
contractor and
manufacturer

Disruption of the Supply Chain

L0

) |

Manufacturing

Digital Engagement

Modular

FMI Corporation Copyright 2019
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FMI How to Prepare?

for the Built Environment




Mapping Your Next Moves

v" Establish a Vision v Develop a Technology

v Foster a Culture of Innovation ~ Strategy

v Build a Talent Strategy and ¥ OWn the Customer

Change Mindset v Rethink Your Role in The

v Know Your Core Value Chain

RETHINK THE REDEFINE EVOLVE THE RETRAIN
VALUE CHAIN COMPETITORS BUSINESS MODEL YOUR PEOPLE

& s A
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Thank You!

Paul Giovannoni

FMI Corporation
223 S. West Street
Suite 1200
Raleigh, NC 27603

Tel: 919.786.9216
Email: pgiovannoni@fminet.com

www.fminet.com

Paul is a principal within FMI’s Strategy practice and his primary focus is
partnering with members of the building products industry by assisting
them in developing their strategies relating to growth, value creation and
new product launches. Paul’s extensive experience working with many of
the most well-respected manufacturers and distributors in the industry,
combined with his deep relationships in the contractor community,
enables him to bring a comprehensive perspective of the market to his
clients.

Before focusing his efforts on building product manufacturers, Paul
worked closely with some of the nation’s largest and most notable
contractors to assist them in developing their organizational strategies
and go-to-market plans. Paul also has extensive experience advising
private equity clients on market dynamics relating to potential
investments.

Paul earned his Master of Business Administration with a concentration
in information systems management from the University of Tampa. While
at the University of Tampa, Paul was honored as a Beta Gamma Sigma
honor graduate. Prior to his MBA, Paul received an undergraduate
degree from Florida State University in political science with a minor in
psychology.

FMI Corporation Copyright 2019
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Who We Are

FMI is the leading consulting and investment banking firm dedicated exclusively to the built environment.

We serve the industry as a trusted advisor. More than six decades of context, connections and insights lead to
transformational outcomes for our clients and the industry.

FMI CONSULTING FMI CAPITAL ADVISORS

FMI has more relationships in the industry than any other We are the leading investment banking firm exclusive to the built
consulting firm. We leverage decades of focused experience and environment. Our dedicated team of more than 35 experienced
expertise to advise on strategy, leadership and organizational M&A finance professionals has completed hundreds of
development, performance, technology and innovation. transactions in the industry. FMI offers the broadest and deepest

M&A coverage of the Built Environment.

PRACTICE AREAS Sector Expertise
= Architecture, Engineering & Environmental
Strategy Performance = Building Products
= Market Research = OQOperations = Construction Materials
= Market Strategy = Risk Management = Contractors
* Business Development = Compensation = Energy Service & Equipment
= Strategic Planning = Peer Groups = Energy Solutions & Cleantech
= Utility Transmission & Distribution
Leadership and Organizational Technology and Innovation
Development = Tech Market Accelerator Services
= Leadership & Talent = Tech Partner Program = M&A Advisory
Development = Tech Readiness Assessment = ESOP
= Succession Management = Tech Sourcing & Adoption = Valuations
» High Performing Teams = Integrated Business Intelligence = Ownership Transfer
= Corporate Governance
= Executive Coaching Executive Education

= Acquisitions in the Construction Industry
= Ownership Transfer & Management Succession
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DENVER

210 University Blvd.
Suite 800

Denver, CO 80206
303.377.4740

FEMI

for the Built Environment

EDMONTON HOUSTON PHOENIX RALEIGH (headquarters) n TAMPA
Edmonton, AB 1301 McKinney St. 7639 E Pinnacle Peak Rd. 223 S. West Street 4300 W. Cypress Street
780.850.2693 Suite 2000 Suite 100 Suite 1200 Suite 950
Houston, TX 77381 Scottsdale, AZ 85255 Raleigh, NC 27603 Tampa, FL 33607
713.936.5400 602.381.8108 919.787.8400 813.636.1364
WWW.FMINET.COM
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