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Orange County Transportation Infrastructure
Construction Cost Pressure Index Model Components

- Economic Trends - State-level building permits and unemployment rate
(Census and California Employment Development Department (EDD)).

- Material Costs - Construction Aggregate, PCC Pavement, PCC Structural
Concrete, Structural Steel and Bar Steel (Caltrans).

- Labor Costs - Localized construction wages of NAICS defined sectors
provided by Bureau of Labor Statistics (BLS).

- Economic Conditions - Tight economy in 2002-2005 and slack economy in
2007-2011.
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Forecast and Range of Orange County Transportation
Infrastructure Cost Increases by Index Value

« 2026 - Forecasted Index Value: 3
« 2027 - Forecasted Index Value: 3
« 2028 - Forecasted Index Value: 3
« 2029 - Forecasted Index Value: 3

Range of Cost Fluctuations by Index Score

Index Low Medium High
0 -17% -9.5% -2%
1 -2% -0.5% 1%
2 1% 1.5% 2%
3 2% 4% 6%
4 6% 8.5% 1%
5 1% 25.5% 40%




Inflation and Interest Rates Concerns Return

- Ongoing conflict with Iran continues to impact energy costs;
- Labor market remains soft, Healthcare continues to drive employment yet growth rate is declining;
- Interest rate expectations shift from one rate cut in 2026 to increase in September 2026 and potential 1-
2 more by end of 2026;
« Quarterly CCl increases 80.6 percent from Q1 to Q2 2026, jumping from 126.75 to 228.91;
- Bar Steel, PCC Structure, and PCC Pavement see significant cost increases from Q1 to Q2 2026.
Year-over-Year Changes in California Building Permits, California Unemployment Rate and

Orange County Construction Labor Costs, 2019-2026
OC Construction

California % change year- California % change year- % change year-
- Building Permits on-year Unemployment Rate on-year Lalzor Uests on-year
(avg. annual wage)

| 2019 [EEEETORTY -2.9% 41% -2.38% $77,289 3.5%
| 2020 [TV -3.7% 10.1% 146.34% $81,460 5.4%
BT 110,436 12.6% 7.3% -27.72% $84,170 3.3%
| 2022 | 119,667 0.2% 4.3% -41.10% $88,265 4.9%
| 2023 ST 7.1% 4.7% 9.30% $92,096 4.3%
[ 2024 TR -10.1% 5.3% 12.77% $95,172 3.3%
| 2025 | 102,163 2.2% 5.5% 3.77% $100,501** 5.6%
105,895 3.7% 5.2% -5.45%

72026 values projected frrom year-on-year changes 1n quarterly data, 2" quarter 2025 to 2" quarter 2026.
** 2025 values projected from year-on-year changes in quarterly data 4% quarter 2024 to 4t quarter 2025. 6



OCBC Infrastructure Construction Cost Forecast

- Systematic Risks - Global Conflicts, Inflation Impacts, and Labor Market Outlook
= Continued global uncertainty surrounding conflicts in Iran and Ukraine: impact on energy prices.

= Inflation remains sticky as expectations move from a rate cuts to rate increases.

OCBC OC Transportation Infrastructure Construction Cost Index Score, 2026-2029

Year Index Score Range of Cost Fluctuation
3 2% to 6%

2027 3 2% to 6%
3 2% to 6%
3 2% to 6%

- ldiosyncratic Risks - not predictable and therefore not in model
= Higher inflationary pressures could spur additional action from Fed.
= Shifting federal economic and trade policies, most recently with Canada.

= Ongoing labor market disruption from Al.
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