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( International Forces Guiding Materials Costs
Pandemic Effects — Supply Chain Whiplash
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( Macro/Housing Outlook

Federal reserve aggressively tightening monetary policy

Interest rates surged at start of 2022

Forecast now includes a recession in 2023

Mild recession as inflation is challenged

Inflation remains near 40-year highs

Single-family construction flat; multifamily, remodeling expanding

Demand for more space in homes continues

Housing affordability will decline in 2022 and 2023

Communities with ability to add affordable housing will grow
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GDP Growth — Recession Risks Rising

Weak first quarter of 2022 as Fed tightens credit conditions
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( Fiscal Stimulus Effects

Drag on global GDP growth in 2022
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Government Deficits Growing

Reaching unsustainable levels
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Savings Increased During Recession
U.S. consumer spending supported by stimulus
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Household Balance Sheets

Debt-to-income ratio rebounded in 2021
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Rise of Job Openings

More than 11 million open jobs
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Demand-Side Factors
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Core Inflation

Remained near a 40-year high in April
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FRED 244 — Consumer Price Index: All Items Excluding Food and Energy for Canada
— Consumer Price Index for All Urban Consumers: All items Less Food and Energy in U.S. City Average
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( Housing Inflation
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Mortgage Rates Trending Higher

Federal Reserve is tightening monetary policy
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( Monetary Policy Tightening in Response to Inflation
Rising federal funds rate in 2022
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( Housing Affordability Declines? NAHB/Wells Fargo HOI Lower
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Rising Population Entering Housing Demand Years: 2022

Gen X the majority of new construction home buyers
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Price of Inputs to Residential Construction

Goods and services
April 2018 - April 2022
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( Building Materials Prices — Steel Mill Products
Up 120% since Oct. 2020 but showing weakness
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( Building Materials Prices — Gypsum Products

Largest 12-month increase on record
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(

Producer Price Index: Ready-mix concrete

Building Materials Prices: Ready-mix concrete
Up 9% year-over-year, +11% since January 2021
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Domestic Sawmill Output
Average U.S. output has been flat the past three years
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Domestic Sawmill Employment
Hovering around 90,000 since April 2021
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A single problem is plaguing businesses of every size in every industry.

High cost of materials inputs

Increased barriers to financing

DEARTH OF LABOR



(

Labor Force Participation Rate

Labor force participation must be repaired as part of job market recovery
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( Labor — Construction Job Openings Surging

Skilled labor shortage persists; 198,400 net gain for residential construction since Jan 2020

6.0%

5.0% -

4.0% -

3.0% -

2.0% -

1.0% -

0.0%

Source: U.S. Bureau of Labor Statistics (BLS).

—=JOob openings rate - Construction
The number of open —12-month moving average
construction positions =
396,000 in March 2022
I\ J!
) h '
‘ r"
i) A sy
AU J”'
" y
) n
01 63 64 65 66 67 69 1I0 1l1 1I3 1I4 1I5 1I6 1I7 1I8 2I0 2I1 2I2

i
NAHB.

NatlonalAssocuatlon
of Home Builder



( Wages for Residential Building Workers Trending Higher

10% YOY Growth Rates
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Regulatory Costs $93,870 Per New Home (11% Gain 2016 to 2021)

Total effect of building codes, land use, environmental and other rules

23.8% of price

OSHA/other labor
requirements during
development, $1,779

Pure cost of delay during

development $1,442

Pure cost of delay during
construciton, $941

Cost of applying for zoning approval $6,473

Hard costs of compliance (fees, required studies, etc.),

$11,791

Land dedicated to the govt. or otherwise left unbuilt,
$10,854

Standards (setbacks, etc.) that go beyond the ordinary,

‘\‘ $8,992

/ Fees paid by the builder after purchasing the lot,
$12,184

Changes to building codes over the past 10 years,

$24,144

Architectural design standards beyond the
ordinary, $10,794

OSHA/other labor requirements during construction, $4,477

Source: NAHB/Wells Fargo Housing Market Index (HMI)

During Development:
$41,330

During Construction:
$52,540
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Construction
Outlook
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( NAHB/Wells Fargo Housing Market Index (HMI)

Builder confidence continued to slip in February due to ongoing supply-side constraints
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Single-Family Starts
Home building declines as interest rates increase

_Thousands of units, SAAR
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Multifamily Construction Growing

Multifamily growth rising on low vacancies and rising rents
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Residential Remodeling

Remodeling growth boosted by home equity gains
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International Trade
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( The U.S. — Canada Softwood Lumber Trade Dispute

* Five disputes since the early 1980s
e Current dispute began in 2016
e Typical stages
e U.S. claims Canada is subsidizing its lumber
industry
e U.S. levies tariffs on Canadian imports
e (Canada files complaints with the World Trade
Organization and NAFTA dispute board

* U.S. acquiesces and comes to an agreement



( International Forces Will Guide Materials Costs
Trade

* Indo-Pacific Economic Framework
* United States’ attempt to mitigate China’s role in the Asia-Pacific supply chain
e Secretary of Commerce and U.S. Trade Representative have visited
 Australia
* Japan
* South Korea
* New Zealand

e Taiwan also on the list
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( Trade Issues Are Long-Term

Businesses Must Evaluate

Import tariff risk
Export control risk
Treaty termination risk

Risk of retaliation



Advocacy Efforts
Lumber

National Association
of Home Builders



( Government Affairs

* Educate and re-educate
e “Educational meetings” with new government officials and staff
e Coalition building
* Bipartisan letters from the U.S. Senate & House of Representatives
* Nearly 40 cosignatories on our letters to Commerce Sec. Raimondo
e Possible action to come via the E.O. on America’s Supply Chains
 Department of Agriculture Secretary Vilsack
e (Calls with White House
* National Economic Council
* Vice President’s staff

i
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( Economics and Housing Policy

* Hundreds of lumber webinars for state and local associations
* Undertaken multiple long-term, 3rd-party research projects
e Research on the impact of prices
* “Priced-out” numbers per:
* Each $1,000 increase in sales price
* Each percentage-point increase in mortgage rates
* Lumber and panel price impacts on new home sale prices

 Member surveys (e.g., HMI/builder sentiment)
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( Legal and Social Media

* Social media
* NAHB Now is the #2 result when Googling “lumber tariffs”
* NAHB is #4 result for “lumber prices” after Business Insider, NASDAQ, and
Trading Economics.
* Economics blog www.EyeOnHousing.org had 700K+ views in 2021

e 15 of the top 20 were building materials-related
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http://www.eyeonhousing.org/

Thank you

Questions?
DLogan@nahb.org
@Loganomix
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