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Report Outline & High-Level Conclusions

Q4’20 Contractor & Surety Feedback

What is the Industry Data Telling Us?

▪ Non-res PIP trended positive through October, declined 1% YOY in November.

▪ Architectural Billings Index (ABI) near 30 in March-May but improving since and 47 in September.

▪ Dodge construction starts forecast, 2020-2023: -6% in ‘20, -3% in ‘21, +7-8% in each of ’22-23.

TRG Opinion: Note that the expectations by Dodge for 2020-2021 are at levels similar to 2016. Survey 

respondents expect 2021 to be “okay” (flattish range), but importantly, there does not seem to be a 

significant looming cliff or air pocket. The Dodge range of YOY decline for 2021 seems fair, and for 

some contractors, too pessimistic.

Key Topic Takeaways from respondents

Contractors

 * expects 2021 to be flattish, with visibility incrementally improving

Surety

 * believes we are in the late innings of the cycle

 * pipeline of projects inflects from three quarters of decline to flat/up

 * backlogs mostly flat to slighlty up

 * bonding requests flat to slightly up

 * expects construction activity in '21 to be flat-to-down

COVID-19

 * COVID-19 the greatest driver of delayed/extended projects

 * not all sectors are bad, some very strong (data centers, healthcare)

 * fewer projects to bid bringing pressures to contractor margins
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Report Outline & High-Level Conclusions

Two cross-currents – current activity and new projects: 

▪ Current activity: Construction activity declined in 2020 but was still solid and work moved and is still moving at a moderately slower pace. 

Cancellations are minimal. 

▪ Future activity: While there are still new projects coming to market, the level of projects being lower than previous years is resulting in 

more competition for bids and lower margins. There is still, however, a sizable volume of work in progress, and there are still sizable 

backlogs (some large contractors’ backlogs are up YOY currently), which take many months or over a year to burn off. 

▪ TRG Opinion: We have stated that the delays of projects and slower moving projects in 2020 will help cushion the blow to 2021 activity. 

We still believe this to be true, and the feedback in this survey was incrementally better than Q3. We also still believe the non-res 

backdrop may be more subdued in the next 12+ months, but we do not believe there is a cliff or large air pocket coming. One spawning 

potential development from this market is further increasing the secular shift to renting equipment. 

COVID-19 still dominant theme: 

COVID-19, slides 5-6: The impact from the coronavirus has had a meaningful impact beginning in mid-March (consensus from survey 

participants). For many, it appears the low-point of activity was in the April 8-12 timeframe, with improvement since as the economy opened 

up and restrictions were loosened. 

Recent relevant public companies’ commentary:

▪ Ashtead Group (Sunbelt U.S.): Monthly rental revenue trends: February +6%, March +2%, April -12%, May -8%, Q1 (May-July) -8%, Q2 

(Aug-Oct) -3%, Nov -4% . Notably, oil & gas demand was down significantly but is improving off the Q1 lows. Sunbelt raised FY guidance.

TRG coverage that is directly exposed to the non-res market:

▪ URI, HEES, HRI: In the short term, these companies are likely to experience YOY declines in rental revenue in the upcoming months. In 

the mid- to long-term, these challenging times could open the door for larger rental companies to gain share in a fragmented industry and 

force more contractors to rent equipment (versus owning). 

▪ GVA, EXP, MLM, SUM, VMC, USCR: Many contacts noted increased public projects (activity and backlog), which is positive for building 

materials providers. 

▪ AWI, BECN, GMS, TILE: Non-res construction activity continues on, but is down YOY. Tenant improvements (TI) are depressed in the 

near-term. However, as companies will likely edit their offices to accommodate social distancing, which could drive more TI work in the 

coming years.
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Feedback on COVID-19
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Commentary From Contractors:

▪ “Revenue down double-digits in Q4 due to COVID." 

Contractor, Northeast

▪ “COVID pressures revenue, down high-single-digits YOY." 

Contractor, South

▪ “There are a small percentage of projects delayed for 

COVID, timelines vary. But we have won a lot of work and 

some verticals are growing rapidly. We still have enough 

backlog to last us well over a year.” Contractor, Nationwide

▪ "COVID was an impact, but partly timing on completion and 

start-up timing of data center projects." Contractor, 

Nationwide

▪ “We are seeing delayed projects because of COVID." 

Contractor, Nationwide

▪ “Impact from COVID on most sectors, with projects deferred 

or cancelled." Contractor, Nationwide

▪ “COVID rules on projects are  having a minor impact on the 

schedule.” Contractor, Nationwide

▪ “Majority of projects that were delayed re-started in the late 

summertime. Some were pushed back to 2021, with only a 

few being cancelled.” Contractor, Midwest

▪ “Delays have been 6-12 months generally, with the breakout 

being 70% delays and 30% cancellations. " Contractor, 

Nationwide

Contractors – COVID-19 Feedback

Source: Industry Sources; TRG Research

Medium/Long-term Impact, Dollar Weighted

Contractors Impact, Equal Weighted

Near-term Impact, Dollar Weighted

How do you expect COVID-19 to impact near-term activity? Q4'20 Q3'20 Q2'20

Slows current projects' activity for the next 1-3 months 34.1% 2.1% 34.2%

Slows current projects' activity for the next 4-6 months 0.0% 97.8% 65.8%

Minimal change to construction and/or industrial activity 65.9% 0.1% 0.0%

How do you expect COVID-19 to impact activity over the medium / 

long-term?
Q4'20 Q3'20 Q2'20

Many upcoming projects get pushed out (i.e., later start dates) 0.2% 84.1% 95.2%

Many upcoming projects get canceled completely 0.0% 1.1% 60.1%

Slows the amount of projects coming to market for a period of time 16.9% 14.6% 38.7%

Minimal impact to current or future construction (or industrial) activity 32.9% 0.0% 0.9%

Do you expect COVID-19 to challenge the viability of sub-

contractors or general contractors?
Q4'20

Yes, major impact on both subs and GCs 16.7%

Yes, modest impact on both subs and GCs 16.7%

Yes, impacts primarily sub contractors 50.0%

Yes, impacts primarily general contractors 0.0%

Minimal impact 16.7%
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Commentary From Surety:

▪ "With it being essential, we have not seen much of a drop off, 
but feel it will come in 2021 and 2022." Surety, West

▪ "We lag behind the market, so my concerns are the next few 
years." Surety, West

▪ "The virus has reduced activity." Surety, Midwest, South

▪ "Growing concerns around the rise in cases across the 
country, an impending second phase of lockdown and the 
lack of further stimulus." Surety, Nationwide

▪ “Until there's confidence in a vaccine being distributed and 
that the pandemic will get under control, new projects will 
continue to decline." Surety, Nationwide

▪ "The amount of new work to replace backlog will depend on 
the trajectory of the virus, effective distribution of the vaccine 
in Q1, and further stimulus from the feds." Surety, 
Nationwide

▪ "COVID has reduced activity. PPP has benefited contractor 
balance sheets." Surety, Nationwide

▪ "A few projects cancelled, some projects were not bid and 
some projects delayed. Very little supply chain impact." 
Surety, Nationwide

▪ “I think we’re in the 8th inning.” Surety, West 

▪ "The lingering effects of COVID likely to drive modest decline 
in construction activity in 2021." Surety, West

▪ “I think we’re in the 8th or 9th inning of the cycle.” Surety, 
Nationwide

Surety – COVID-19 Feedback

Source: Industry Sources; TRG Research

Medium/Long-term Impact, Dollar Weighted

Impact on Contractors, Dollar Weighted

Near-term Impact, Dollar Weighted

How do you expect COVID-19 to impact near term activity?
Q4'20 Q3'20 Q2'20

Slows current projects' activity for the next 1-3 months 0.0% 34.1% 3.3%

Slows current projects' activity for the next 4-6 months 93.3% 54.5% 2.1%

Many ongoing or upcoming projects get canceled completely 0.0% 0.0% 30.4%

Minimal change to construction activity 6.7% 11.4% 64.3%

How do you expect COVID-19 to impact activity over the medium/long-term?
Q4'20 Q3'20 Q2'20

Many upcoming projects get pushed out (i.e., later start dates) 48.4% 13.7% 66.9%

Many upcoming projects get canceled completely 0.0% 34.1% 0.0%

Slows the amount of projects coming to market for a period of time 51.6% 52.2% 33.1%

Minimal impact to current and future construction activity 0.0% 0.0% 0.0%

How do you expect COVID-19 to challenge the viability of sub-

contractors or general contractors? Q4'20 Q3'20 Q2'20

GCs and subs will  be challenged, few will go out of business 100.0% 94.3% 70.6%

GCs and subs will  be challenged, many will go out of business 0.0% 0.0% 0.0%

GCs and subs will  survive, some will thrive 0.0% 5.7% 29.4%
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Feedback on Project Volumes
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Contractors – Large Pipelines Still, Yet Backlogs 

Moderating

Pipeline of Projects, Dollar Weighted

Source: Industry Sources; TRG Research

Pipeline of Projects By Sector, 

Dollar Weighted

Source: Industry Sources; TRG Research

Contractors - Backlog By End-Market, Dollar Weighted

Source: Industry Sources; TRG Research

Where does your current backlog stand in each 

end-market vs. the same period last year?

Down 

More 

than 10%

Down 

5% - 10%

Down 0% 

- 5%
Flat

Up 0% - 

5%

Up 5% - 

10%

Up More 

than 

10%
Flat to 

Up

Commercial 0.1% 0.0% 0.3% 39.7% 59.8% 0.1% 0.0% 100%

Industrial 0.1% 0.0% 0.7% 15.1% 84.1% 0.0% 0.0% 99%

Public 0.2% 0.0% 0.0% 0.7% 84.2% 14.9% 0.0% 100%

Can you estimate how your 

opportunity set of potential 

projects changed over the past 

3 months vs. the same period 

last year?
Q4'20 Q3'20 Q2'20 Q1'20

Down more than 10% 0.0% 0.1% 0.3% 0.0%

Down 5-10% 0.0% 1.1% 33.9% 14.4%

Down 0-5% 0.4% 2.1% 0.1% 0.0%

Flat 39.7% 96.5% 64.9% 2.5%

Up 0-5% 59.8% 0.1% 0.9% 30.9%

Up 5-10% 0.1% 0.1% 0.0% 52.2%

Up more than 10% 0.0% 0.0% 0.0% 0.0%

Total, flat to up 100% 97% 66% 86%

Down 

More 

than 10%

Down 5% 

- 10%

Down 0% 

- 5%
Flat

Up 0% - 

5%

Up 5% - 

10%

Up More 

than 10%

Flat to Up

Healthcare 0.1% 6.0% 0.3% 0.0% 33.8% 59.9% 0.0% 94%

Education 6.1% 0.0% 0.0% 93.9% 0.0% 0.0% 0.0% 94%

Office 6.0% 34.1% 0.0% 59.9% 0.0% 0.0% 0.0% 60%

Hospitality 99.2% 0.0% 0.0% 0.7% 0.0% 0.1% 0.0% 1%

Retail 99.0% 0.0% 0.0% 0.8% 0.0% 0.2% 0.0% 1%

Highway & Road 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100%

Water/Wastewater 0.4% 0.0% 0.0% 95.2% 0.0% 4.4% 0.0% 100%

Multi-family 0.0% 98.9% 0.0% 1.1% 0.0% 0.0% 0.0% 1%

Single-family 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100%

Oil & Gas 23.5% 76.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0%

Data Centers 0.0% 0.1% 6.0% 0.3% 0.0% 93.6% 0.0% 94%

Power 0.0% 5.7% 94.3% 0.0% 0.0% 0.0% 0.0% 0%

Manufacturing 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 100%

Can you estimate how your 

opportunity set of potential projects 

changed over the past 3 months vs. 

same period last year by sector?
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Sureties – Activity & Outlook Changing For the 

Worse

Bonding Requests, 

Dollar Weighted

Bonding Requests By Sector, 

Dollar Weighted

Source: Industry Sources; TRG Research

Source: Industry Sources; TRG Research

Six-Month Forecast by End-Market, 

Dollar Weighted

Source: Industry Sources; TRG Research

Outlook on 2021, Dollar 

Weighted

Source: Industry Sources; TRG Research

Q4'20 Q3'20 Q2'20 Q1'20

Down more than 10% 0.0% 0.0% 1.9% 0.0%

Down 5-10% 0.0% 11.1% 0.0% 0.0%

Down 0-5% 0.0% 0.0% 1.6% 0.0%

Flat 50.3% 80.2% 33.2% 34.7%

Up 0-5% 41.7% 5.7% 7.1% 37.2%

Up 5-10% 8.1% 3.0% 0.0% 0.0%

Up more than 10% 0.0% 0.0% 56.2% 28.0%

Total, up 49.8% 8.6% 63.3% 65.3%

What change have you seen in 

requests for bonding over the past 3 

months vs. the same period last 

year?

Down 

More 

than 10%

Down 5% 

- 10%

Down 0% 

- 5%
Flat

Up 0% - 

5%

Up 5% - 

10%

Up More 

than 10%

Flat to Up

Commercial 0.0% 8.1% 85.2% 6.7% 0.0% 0.0% 0.0% 6.7%

Industrial 0.0% 8.1% 41.7% 50.3% 0.0% 0.0% 0.0% 50.3%

Public 8.1% 0.0% 0.0% 75.1% 16.7% 0.0% 0.0% 91.8%

What is your forecast by end 

market over the next 6 months 

vs. the same period last year?

Down 

More 

than 10%

Down 5% 

- 10%

Down 0% 

- 5%
Flat

Up 0% - 

5%

Up 5% - 

10%

Up More 

than 10%

Flat to Up

Healthcare 0.0% 0.0% 0.0% 44.9% 55.1% 0.0% 0.0% 100%

Education 0.0% 0.0% 0.0% 92.7% 7.3% 0.0% 0.0% 100%

Office 0.0% 0.0% 89.2% 10.8% 0.0% 0.0% 0.0% 11%

Hospitality 0.0% 0.0% 45.3% 54.7% 0.0% 0.0% 0.0% 55%

Retail 0.0% 0.0% 82.0% 9.9% 8.1% 0.0% 0.0% 18%

Highway & Road 0.0% 0.0% 0.0% 48.8% 51.2% 0.0% 0.0% 100%

Water/Wastewater 0.0% 0.0% 0.0% 54.7% 45.3% 0.0% 0.0% 100%

Multi-family 0.0% 0.0% 10.8% 38.0% 51.2% 0.0% 0.0% 89%

Oil & Gas 0.0% 0.0% 0.0% 62.0% 38.0% 0.0% 0.0% 100%

Data Centers 0.0% 0.0% 0.0% 0.0% 56.1% 0.0% 43.9% 100%

Power 0.0% 0.0% 0.0% 18.1% 81.9% 0.0% 0.0% 100%

Manufacturing 0.0% 0.0% 0.0% 59.7% 40.3% 0.0% 0.0% 100%

Rail 0.0% 0.0% 0.0% 48.8% 51.2% 0.0% 0.0% 100%

Pipeline 0.0% 0.0% 0.0% 92.7% 7.3% 0.0% 0.0% 100%

By sector, how have requests for 

bonding changed over the last 3 

months vs. the same period last 

year?

Q4'20

Increase 9.9%

Same 55.1%

Less 34.9%

What are your expectations for 

construction activity in 2021?
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Contractor – 2021 Outlook & Visibility Fine, No 

Impending Cliff

▪ “As bad as things are, there are reasons to be optimistic and see the bad things end. The uncertainty should subside as the new administration 

comes and adds stability.” Contractor, Nationwide

▪ “I do not see a cliff of work coming. There’s some pent-up demand and markets are holding up. Some areas may have a lull. But there isn’t a 

cliff coming.” Contractor, Nationwide

▪ “Our work in place is only incrementally below what we anticipated, but backlogs are up YOY. By any measure, we’re in a good place and 

optimistic. We’ve won a lot of work. Many good sectors, and we don’t have as much exposure to bad sectors.” Contractor, Nationwide

▪ “I think we’ll be do better in 2021 than 2020. It’s hard to imagine it being worse, especially with the vaccines coming out.” Contractor, Midwest

▪ “I expect 2021 to be very strong, with better sales and margins. Customers are more optimistic and we are investing to grow, including hiring.” 

Contractor, Northeast

▪ “We expect 2021 to be flat to 2020, just too many unknowns and fewer projects with more competition.” Contractor, Northeast

▪ “Some customers have stopped operating or moved.  Some customers are waiting until the end of the 2nd quarter to decide on future projects.” 

Contractor, Northeast

▪ “I expect this year to be down, with ongoing COVID impact and the new administration.” Contractor, South

▪ “So many unknowns, with COVID, vaccinations, and regulations.” Contractor, Northeast

▪ “Uncertainty persists, really depends on office construction turning around.” Contractor, Nationwide

▪ “Overall, our pipeline is steady but flat - some down sectors are being offset by growth in a few areas.” Contractor, Nationwide

▪ “Opportunity is set is up versus a year ago, with all projects starting in 2021.” Contractor, Midwest

▪ “Achieving our plan for 2020 in 2021 will be our goal.” Contractor, Nationwide

▪ “Our customers are forecasting an uptick in projects.” Contractor, Midwest

Outlook on 2021, Dollar Weighted

Source: Industry Sources; TRG Research Source: Industry Sources; TRG Research

Visibility, Dollar Weighted

What is your outlook on 2021? Q4'20

Tough year (down) 0.1%

Okay year (flat) 99.8%

Good year (up) 0.1%

Is your visibility as strong as it 

was at this time one year ago?
Q4'20 Q3'20 Q2'20

Better 0.1% 0.0% 33.9%

Similar 66.1% 3.5% 1.3%

Worse 33.9% 96.5% 64.9%
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Contractor – Demand Trends & Outlook

▪ “Data centers are booming still and have been for years. More urgent now than a year ago for these. Distribution and 

warehouse demand is enormous as well.” Contractor, Nationwide

▪ “Healthcare is going to be big, not seeing it in backlog yet. There are not enough beds and beds are down in past few years 

as they moved to outpatient focus. That has to change.” Contractor, Nationwide

▪ “There are bad sectors like retail, but there are sectors that must change like offices, higher ed, sports facilities, and airports. 

Airports are still going and some moving faster with less traffic through them. Sports stadiums and arenas are still in demand.”

Contractor, Nationwide

▪ “Conveyor work for logistics and online retailers continues to be very robust. TI work is slow so we’re shifting workers from TI

to conveyors.” Contractor, Midwest

▪ “Solar work is good, not expecting big boost from new administration. Hospital backlogs are large and will take longer to burn 

off given the stress they’re under. Fire alarm work is very busy, as are general building maintenance projects, since tenants

are not in them now.” Contractor, Midwest

▪ “Retail and storefront clothing and shops are challenged, while online shopping is prominent.” Contractor, Midwest

▪ “COVID is driving weaker demand on retail, commercial office, hotel and hospitality sectors along with high-rise, multi-unit 

residential.” Contractor, Nationwide

▪ “I think healthcare demand will be strong, as elective surgeries were postponed. As restrictions get lifted, that should help

nearly everything to a degree.” Contractor, Northeast

▪ “Office expansion and renovations likely to be under pressures still.” Contractor, Northeast

▪ “We are optimistic on power and substations, but local government work may be pressured on budget issues.” Contractor, 

Northeast

▪ “Data centers remain very strong, but commercial TI work is slow.” Contractor, Nationwide

▪ “Expect lockdowns and virtual schooling to continue for awhile, and also shortages of electrical equipment.” Contractor, 

Northeast

▪ “Food and chemicals demand is strong.” Contractor, Midwest

▪ “Very few markets I would consider strong.” Contractor, Northeast

▪ “Some projects on hold or cancelled.” Contractor, Northeast
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Surety – Demand Trends & Outlook

▪ "K to 12, hospitals and colleges have been positive." Surety, West

▪ "I think 2021 will see more construction activity than 2020, especially if there is more infrastructure spending 

by new administration." Surety, Nationwide

▪ "Utility and detention (correction) facilities." Surety, Nationwide

▪ "Office space and retail is struggling." Surety, Nationwide

▪ "Office buildings as most people are working from home." Surety, West

▪ "Not many other than industrial and logistics." Surety, South

▪ "Data centers, warehouses, distribution centers, roads & highways, and residential, all robust." Surety, 

Nationwide

▪ "Public and office slow." Surety, South

▪ “The slow sectors include: retail, hotels/motels, restaurants, parking structures, manufacturing/industrial, 

offices, education, religious buildings, recreational buildings, and electric power/utilities/energy." Surety, 

Nationwide

▪ "COVID-19 depressing demand for new projects. Expect uptick in 2021 depending on stimulus/infrastructure 

spending." Surety, Nationwide

▪ "Warehouse construction for Amazon and similar entities very positive." Surety, Nationwide

▪ "Highway, retail, office remain weak." Surety, Nationwide

▪ "Hospitality very slow." Surety, Nationwide
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Contractor & Surety – Concerns & Other Views

Backlog, Margin, & other topics

▪ Resolution of COVID-19 - return to the office environment and client confidence to continue their planned capital projects.” Contractor, 

Nationwide

▪ “Margins are flat with more competition in tighter markets.” Contractor, Nationwide

▪ “Competition will remain fierce until subcontractor/GC failures are experienced.” Contractor, Nationwide

▪ “We’ll be down double-digits in 2020, which includes some challenged markets and tough comps. But have record backlogs coming into the new 

year. I think we’ll see YOY growth in sales and profits in 2021.” Contractor, Midwest

▪ “With the lower amount of new work and a month or so of minimal activity, along with the vaccine rollout improving sentiment, it’s hard to see 

how this year won’t be better.” Contractor, Midwest

▪ “Expect lockdowns and virtual schooling to continue for awhile, and also shortages of electrical equipment.” Contractor, Northeast

▪ “We expect raw materials to go up for the year, generally.” Contractor, West

▪ “There is not enough skilled labor for subs.” Contractor, Midwest

▪ “We are seeing increasing prices in electrical supplies and equipment.” Contractor, Northeast

▪ “Seeing less opportunities and more competition on the jobs.” Contractor, Northeast

▪ “More bidders and lower revenue on bids.” Contractor, South

▪ “Main  factor driving project delays is concern about end market dynamics in the coming quarters.” Contractor, Midwest

▪ “We have concerns that margins could narrow on less projects and more bidders.” Contractor, Midwest

▪ “Concerned about the availability of pipes, valves, fittings, and mechanical systems equipment. But We are seeing more projects to bid, we will 

be increasing budgeted margins.” Contractor, Midwest

Bonding Requests & Requirements:

▪ "More competition will cause margins to drop in 2021 and 2022, but 2020 they were good." Surety, West

▪ "Contractors have been bidding very aggressively over the past 6 months." Surety, Nationwide

▪ "Shortage of building materials." Surety, West

▪ “Can the new administration get a stimulus package or an infrastructure bill? Those are key questions in our view.” Surety, Nationwide

▪ "More competition will cause larger bid lists and pressure on margins." Surety, West

▪ "New federal government, virus, economy, higher taxes. I believe the contractors are concerned." Surety, Nationwide
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Contractor Margins Flattish & Unlikely to Change

Contractors - Bid List Size, 

Dollar Weighted

Contractors - Margins on New Awards, 

Dollar Weighted

Source: Industry Sources; TRG Research

Contractors - Margin Expectations, 

Dollar Weighted

Source: Industry Sources; TRG Research
Source: Industry Sources; TRG Research

Sureties - Contractors’ Margins in 

Backlogs, Dollar Weighted

Source: Industry Sources; TRG Research

Up Flat Down

Q4'20 0.0% 99.5% 0.5%

Q3'20 0.0% 63.6% 36.4%

Q2'20 0.0% 0.0% 99.7%

Q1'20 0.9% 99.1% 0.0%

Q4'19 4.5% 94.9% 0.6%

Q3'19 17.6% 82.4% 0.0%

Q2'19 0.1% 99.9% 0.0%

Q1'19 12.2% 65.9% 21.9%

How has the estimated margin on 

new awards changed vs. the same 

period last year? 
Up Flat Down

Q4'20 0.1% 66.2% 33.7%

Q3'20 0.0% 62.0% 38.0%

Q2'20 0.0% 0.0% 100.0%

Q1'20 11.1% 2.6% 86.3%

Q4'19 0.7% 98.7% 0.6%

Q3'19 7.8% 92.2% 0.0%

Q2'19 0.1% 99.0% 90.0%

Q1'19 1.4% 87.0% 11.6%

How do you expect margin on new 

awards to change over the next 6 

months? 

Up Flat Down

Q4'20 84.9% 15.1% 0.0%

Q3'20 98.0% 2.0% 0.0%

Q2'20 99.0% 1.0% 0.0%

Q1'20 18.0% 82.0% 0.0%

Q4'19 2.0% 98.0% 0.0%

Q3'19 1.3% 97.9% 0.8%

Q2'19 6.0% 93.8% 0.2%

Q1'19 10.9% 89.1% 0.0%

How has the number of bidders on 

bid lists changed over the past 3 

months vs. the same period last 

year? 
Better Same Worse

Q4'20 0.0% 65.1% 34.9%

Q3'20 1.8% 45.3% 52.9%

Q2'20 0.0% 98.4% 1.6%

Q1'20 0.0% 45.7% 54.3%

Q4'19 21.0% 75.2% 3.7%

Q3'19 14.7% 85.3% 0.0%

Q2'19 77.1% 22.9% 0.0%

Q1'19 57.6% 42.4% 0.0%

Do you believe that margins in 

contractors backlogs are getting 

any better or worse?
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Cost Inputs & Other
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Material/Product Prices Mostly Flat

Contractors – Material/Product Prices, Equal-Weighted

Source: Industry Sources; TRG Research

PPI – Construction Materials (2000-YTD)

Source: US Bureau of Labor Statistics

How did building material & 

product prices trend this 

quarter on a sequential basis 

(i.e., relative to Q3'20)?

Down 

More 

than 5%

Down 

2.5% - 

5.0%

Down 

0.0% - 

2.5% Flat

Up 0% - 

2.5%

Up 2.5% - 

5.0%

Up More 

than 

5.0% Up

Aggregates 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0%

Asphalt 0.0% 0.0% 0.0% 50.0% 50.0% 0.0% 0.0% 50%

Cement 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0%

Ready Mix 0.0% 0.0% 0.0% 50.0% 50.0% 0.0% 0.0% 50%

Wallboard 0.0% 0.0% 0.0% 66.7% 66.7% 0.0% 0.0% 67%

Ceilings 0.0% 0.0% 0.0% 66.7% 33.3% 0.0% 0.0% 33%

Insulation 0.0% 0.0% 0.0% 100.0% 0.0% 0.0% 0.0% 0%

Roofing 0.0% 0.0% 0.0% 33.3% 33.3% 33.3% 0.0% 67%

Flooring 0.0% 0.0% 0.0% 33.3% 66.7% 0.0% 0.0% 67%

Lighting 0.0% 0.0% 0.0% 20.0% 60.0% 20.0% 0.0% 80%

Doors 0.0% 0.0% 0.0% 33.3% 66.7% 0.0% 0.0% 67%

Lumber 0.0% 0.0% 0.0% 0.0% 0.0% 33.3% 66.7% 100%
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Contractors & Sureties – Projects Delayed By 

COVID-19

Contractors - Oil Impact

Source: Industry Sources; TRG Research Source: Industry Sources; TRG Research

Sureties – Drivers of Delays,

Equal Weighted

Contractors – Drivers of Delays, 

Equal Weighted

Q4'20 Q3'20 Q2'20 Q1'20

COVID-19 impact (jobs halted) 85.7% 91.7% 77.8% 70.0%

Availability of building products 14.3% 33.3% 55.6% 10.0%

Labor shortages 28.6% 50.0% 11.1% 40.0%

Weather 14.3% 8.3% 0.0% 20.0%

Permitting 14.3% 16.7% 0.0% 10.0%

Financing 14.3% 25.0% 11.1% 30.0%

Land 0.0% 0.0% 0.0% 0.0%

Other 14.3% 0.0% 0.0% 0.0%

What were the greatest drivers of 

delayed or extended construction 

projects over the past 3 months? Q4'20 Q3'20 Q2'20 Q1'20

COVID-19 impact 40.0% 80.0% 87.5% 62.5%

Availability of building products 20.0% 20.0% 12.5% 12.5%

Labor shortages 60.0% 10.0% 12.5% 50.0%

Weather 20.0% 20.0% 12.5% 50.0%

Permitting 40.0% 40.0% 37.5% 50.0%

Financing 20.0% 30.0% 25.0% 0.0%

Land 20.0% 0.0% 0.0% 12.5%

Other 20.0% 10.0% 0.0% 0.0%

What were the greatest drivers of delayed or 

extended construction projects over the past 3 

months?
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What the Industry Data is Telling Us?
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Non-res PIP Holding Up Throughout 2020

Non-res PIP 

Source: Census Bureau; TRG Research

About Non-res PIP: Data represents a seasonally adjusted 

annual rate of construction put-in-place expressed in nominal 

dollars.

Recent Results:

▪ Most recent results in Nov -1% YOY

▪ Positive in all other months on YOY basis

▪ Sectors with the highest growth rates (% basis) vs. March 

include public safety, power, and healthcare

▪ Sectors with the largest rates of decline (% basis) vs. 

march include lodging, conservation & development, and 

manufacturing
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ABI in September: Rebounding off the Lows

ABI - Overall

Source: American Institute of Architects; TRG Research

About  the ABI: 

▪ The ABI is a leading indicator for non-res construction. The AIA 

conducts a monthly survey of architectural firms asking 

whether billings in the previous month significantly increased, 

remained about the same, or significantly decreased. The ABI 

is a diffusion index and scores above 50 represent an increase 

in billings  

Recent Results (September 2020): 

▪ Total billings = 47.0

▪ Stepping up from ~30 in Mar-May, and 40 in June-Aug

▪ Commercial/Industrial billings = 43.3

▪ Aug = 40.2, July = 35.9, June = 31.4, May = 28.8

ABI - Commercial/Industrial
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Company Read Throughs (URI, HEES, HRI)
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Equipment Rental Company Thoughts

Source: Company Filings; Conference Calls; TRG Research

End markets

URI (TTM) Q4'19

Non-res construction 48%

Industrial/non-construction 47%

Residential 5%

Total 100%

HEES (TTM) Q4'19

Non-res construction 62%

Industrial 15%

Residential 10%

Oil & Gas 6%

Other 7%

Total 100%

HRI (TTM) Q4'19

Contractors 33%

Industrial 29%

Infrastructure & Government 18%

Other 20%

Total 100%

Key long-term theme Past 12-24 months Current / Go-Forward

   TRG Opinion & Outlook

End market outlook Robust construction and industrial Increasing uncertainty and halted

activity for years slows in 2020 job sites to pressuring 2H'20 results

(utilization more than rates)

Sizable scale Big getting bigger through M&A Current challenges likely to be more

   Top 10% = 30% of market greenfield, and organic growth difficult on smaller rental firms than

bigger companies

Secular shift to rental Slow and steady shift as Secular shift accelerated through and

   Multi-decade trend construction and industrial activity coming out of the Great Recession; the

is quite robust current backdrop could also be a catalyst

Disciplined industry Rental companies remain disciplined Companies to remain disciplined and ROIC-

   Post Great Recession trend on capex and pricing, as well debt - focused and big players have a chance to 

being conservative across the board gain share
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Risks for URI, HEES, HRI:

▪ Deceleration in non-res construction trends

▪ Weaker industrial activity

▪ Headwinds in Canada and energy-intensive markets

▪ Lower utilization and/or rates

-----------------------

Risks for GVA:

▪ Reduction to transportation and water/wastewater funding from select states

▪ Weaker res or non-res construction trends

▪ Increased competition for construction projects, particularly in large projects

▪ Drag on margins from large projects

Risks to Company Thesis
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Appendix
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▪ Some quick background on sureties and bonding: The surety industry plays a significant role in the E&C industry.  

Through the bonds they issue, the assurance of completion provided by the surety industry helps to mitigate delivery risk for

owners. Given high failure rates of construction firms, sureties play a vital role in the marketplace. There are three common

bond types in the industry. 

▪ Bid-bond. A bid-bond ensures that the contractor has submitted the bid in good faith (i.e., the contractor will enter into a 

contract with the owner at the amount bid). 

▪ Performance bond. The second bond is the performance bond, which is a financial guarantee that the surety provides 

to the owner that the contractor is able to perform the work for which it has been contracted.

▪ Payment bond.  The payment bond indicates that the general contractor will pay all subcontractors, materials suppliers 

etc.

▪ Performance bonds can represent a significant cost component to a contractor, with bonding running ½% to 2% of total 

contract price. If a contractor were to default on the bond, the surety would step in to ensure completion of the project. This 

could include helping the original contractor to complete the work or bidding the work out to a different contractor entirely.

Background on the Surety Industry
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Analyst Certification:

The analyst(s) principally responsible for the preparation of this research report certify that the views expressed in this research report accurately reflect his/her (their) 
personal views about the subject security (ies) or issuer(s) and that his/her (their) compensation was not, is not, or will not be directly or indirectly related to the specific 
recommendations or views contained in this research report.

Analyst:

▪ The analyst does not serve as an officer, director, or advisory board member of the subject company.

▪ The analyst or a member of the analyst's household does not have a long position in shares or derivatives of the subject company.

▪ The analyst or a member of the analyst's household does not have a short position in shares or derivatives of the subject company.

TRG has not acted as an investment banker for the company(s) mentioned in this report in the past or will solicit in the future.

Receipt of Compensation:

The research analyst responsible for preparation of this report has not received any compensation from the subject company in the past 12 months. 

Thompson Research Group, LLC does not make markets in securities. The firm does not perform or seek to perform investment-banking services for these companies in 
the future. Analysts receive no direct compensation in connection with the firm’s investment banking business. All TRG employees, including the analyst(s) responsible for 
preparing this research report, may be eligible to receive non-product or service specific monetary bonus compensation that is based upon various factors, including total 
revenues of TRG and its affiliates as well as a portion of the proceeds from a broad pool of investment vehicles consisting of components of the compensation generated by 
directors, analysts or employees and may effect transactions in and have long or short positions in the securities (options or warrants with respect thereto) mentioned 
herein. 

Although the statements of fact in this report have been obtained from and are based upon recognized statistical services, issuer reports or communications, or other 
sources that the firm believes to be reliable, we cannot guarantee their accuracy. 

All opinions and estimates included constitute the analyst’s judgment as of the date of this report and are subject to change without notice. The firm may effect transactions 
as agent in the securities mentioned herein. 

This report is offered for information purposes only, and does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where 
such would be prohibited. 

Additional information available upon request.

IRC Securities 

Thompson Research Group (TRG) is a member of IRC Securities’ Prime Services Platform. IRC Securities is a FINRA registered broker-dealer that is focused on 
supporting the independent research industry. Certain personnel of TRG (i.e. Research Analysts) are registered representatives of IRC Securities, a FINRA member firm 
registered as a broker-dealer with the Securities and Exchange Commission and certain state securities regulators. As registered representatives and independent 
contractors of IRC Securities, such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by TRG clients directly with IRC 
Securities or with securities firms that may share commissions with IRC Securities in accordance with applicable SEC and FINRA requirements.

Important Disclosures
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As registered representatives of IRC Securities, our analysts must follow IRC Securities’ Written Supervisory Procedures. Notable compliance policies include (1) 

prohibition of insider trading or the facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4) appropriate use of electronic 

communications, amongst other compliance related policies.

TRG does not have the same conflicts that traditional sell-side research organizations have because TRG (1) does not conduct an investment banking activities and (2) our 

clients are only institutional investors.

For additional disclosures, including rating and price target history, please contact TRG.

Important Disclosures (continued)
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Additional Significant Risk Factors and Investment Considerations

The securities or trading strategies discussed in this report may not be suitable for some investors.  Investors must independently evaluate each issuer, security, or 

instrument discussed in this report and consult independent advisors where necessary.  

1. Past Performance is not indicative of future results.

2.Market Risk:  Securities may decline in value due to factors affecting securities markets generally or particular industries. The value of a security may be worth less than 

the original investment.

3.Concentration risk:  Investing a substantial portion of assets in securities within a single industry or sector of the economy may be subject to greater price volatility or 

adversely affected by the performance of securities in that particular sector or industry.

4.Leverage Risk:  Fluctuations in interest rates on borrowings or the dividend rates on preferred shares as a result of changes in short-term interest rates may reduce the 

return to common shareholders or result in fluctuations in the dividends paid on the common shares.  There is no assurance that a leverage strategy will be successful.

5.Foreign Investment Risk:  Investment in foreign securities (both governmental and corporate) may involve a high degree of r isk.  In regards to debt securities, such risks 

may impair the timely payment of principal and/or interest.

6. Short selling involves an inordinate amount of risk including the theoretical potential for unlimited losses and losses that can greatly exceed the principal amount 

invested.  In contrast, the potential gain from short selling is generally limited to the principal amount invested.  Short sellers can have their stock called away by the lender 

of the shares shorted, subjecting the short seller to incremental risk.  Short sellers by definition must borrow shares, subjecting short sellers to margin risk.  The risks cited 

here with respect to short selling are not all inclusive and investors should consult with their independent advisors prior to engaging in any recommended short selling 

strategies, including, if applicable, the short sale recommended in this report.

The risks detailed above are not inclusive.  Other significant risk factors not identified here may be equally or more important to any particular investor in terms of assessing 

the overall risks associated with these securities.  

The information contained herein is illustrative and is not intended to predict actual results, which may differ substantially from those reflected herein.  

Investors should consider this report as only a single factor in making their investment decision.

Copyright © Thompson Research Group, LLC. 2020.   All rights reserved.  All material presented in this document, unless specifically indicated otherwise, is under 

copyright to Thompson Research Group, LLC.  None of the material, nor its content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any 

other party, without the prior express written permission of Thompson Research Group, LLC. 
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