COST INDEX [ p» =il

DENVER Q2 2022 Mortenson

ADVICE FOR BUILDING OWNERS IN DENVER

The data collected for the Mortenson Cost Index is showing an increase For a more specific update
of 3.3% nationally and 2.2% in Denver for the second quarter of 2022, . . .
The construction market, as with many, continued to experience or questions regarding this
inflationary headwinds through the first half of the year. Material costs in report, please contact:

Q1 increased consistent with expectations and Q2 costs followed the
same trend line across the markets tracked (<4.0%).

Dan Mickelberry

" Chief Estimator

720.259.4875
dan.mickelberry@mortenson.com

Product lead times, fuel price increases, and labor availability and costs
continue to challenge suppliers, contractors, and projects. Some early
signs have emerged, however, that may signal changes ahead although
it’s too premature to draw conclusions. The recent Bureau of Labor
Statistics Producer Price Index report! indicated a softening of input
prices in a few categories while the indexes for many still advanced.
Experts are watching in Q3 to see if any broader trends begin to emerge2. Brian Holland

Director of Business
Development
720.920.4463
brian.holland@mortenson.com

The latest Federal Reserve Beige Books, an informal report of economic
activity, noted that some construction and real estate activity had slowed
in Chicago and Minneapolis, two otherwise healthy markets, although all
markets tracked continued to experience higher input and labor costs.

The recent Federal Reserve report noted that, “Construction activity has
remained steady overall. Nonresidential construction starts have
weakened for both commercial and industrial space.” It also clarified that, VIEW THE FULL

“much of the softness reflects widespread shortages of labor and CONSTRUCTION COST INDEX
materials, as well as escalating costs.”

The Mortenson Construction Cost Index data reflects current market
conditions with increases in all 30 component categories tracked, which
includes labor, material, equipment, and trade partner feedback. For the
second quarter of 2022, our construction cost data indicates an average
input cost increase of 3.3%.

Based on market data and observations and our insights, we see much of
the same moving forward in the second half of the year including ongoing
workforce challenges, increases in material shipping costs, and product
lead times and material shortages remaining a challenge. A resilient
approach to adapt to and minimize these ongoing impacts during project
planning and execution will continue to be necessary into 2023. /
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CONSTRUCTION COSTINDEX percent of Change - 2018 to 2022:
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DENVER CONSTRUCTION EMPLOYMENT
(Number of Employees and 12-Month Change)
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MATERIAL PRICING CHANGES
(Cumulative Q2 2020 to Q2 2022)
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Percent of Change - 2018 to 2022:
178 (2022 Costs) - 135 (2018 Costs) = 43
43 / 135 = .319 or 31.9%


