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FYGURE 2—Tolal construction spending: residential + norres|dentlal.
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FIGURE 3—Manulzchurers nesw orders.
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since its recent low point in Janusy 2001
aml has finally exceeded the lewvel itlast
achicved during Lhe height of the houshng
boom i early 2006 (Fignre 2),

Going furveand, overall constraction
apending grosseh iz expected to remain
randerately positive, 'The mos, rooent
Maticnal Associacion of Tlome Builders
{NAHE) torecast for cesidential constroe-
Lign pradicets tutal housing stares wAll
rise nearly 4% in 2018, to 1246 milbon.
with single fanily starts rising, while
rrid ey slatl s are forecast to decline
20182 The American institate of
Arghilecls {ATA) Consensus Constructon
Torecast panel most recent prediction is
for shower proeth for the consiruction
industry [or the remainder of 2017 and
throwsh 2008, with overall spending far
ngnresidential yildings in 2007 projected

to be 3 8%, and 3.6% in 20187
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Similarly, the manufartnring secte,
which is the primary driser ol domand
for B ecoatings, has shown continued
strergH simee reachine ils lowe point
at the end of the recession. (hazrall
durables manntactw i inew orders)
haa plareancd somos Tl Trndhe past vedr,
retlecting amnmber of factors, including
inereascel imperts, but the nuotor vehicke
sectnT has somewhiar maindained il
strong recovery from its lows of 2004
(Fiatee 310 Ton Chad Beuiray of che
Mational Azsociation of RWanulacturers is

currently foreeastiyg thar mannfactaring

production will increase 1L7% i 2007 gl
Lo f1n 2018, The NABL panel iz slightly
e plimislic, forecasting that 2007
induscrial production grosarth will b
L% i1 2017 and 2,3% in 2018,

20117 ACA ECONOMIC CLIMATE
SURVEY FINDINCS

The ACA anoua] Foonomic Climate
Aurvey is intended o capture and shae
Lhe colleetive viewpoints of nem-

b compa nics” senioe cxecnlives and
provide somme insights into cuerent and
Mk s ness es poricence and capece-
toHons. ACA conducted the 2007 sumaey
Lt wen Seplember 7-28, 2037 The level
of Industry parcicipation in thissuevey
b rermained relatively stromgs: i all,
46 ACA membar company crecudives
participared thiz vear For this survey,

AGURE 4= Currant 2017} acanomle condidons compated with lhose expedenced one year ago,
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perhaps reflacting continuing indusory
consolidarions Gf the paciicipaling coat-
ings mand fach rers, appeoximarcly 6287

rarket their products nationally, with the

reTadimder serving veginma ] markels: and
the mix ol large and somall-co-medinm
comnpanies shows about 0% having sales
cacteding F100 e lion, and ahean 58%
helera that Tine. Supplier and distributor
partieipants were similariy reprosenta-
e, wilh abiant 4% reporting sales in
excess of §230 million inte the coarings
markel, arecd Uhe: rost Teewi ey coanings-
relared sales below that fevel.

‘The context inwhich the 2007 survey
wag enndocted s not anly the relatively
sready pace of the 115, macroeconomic
rerewvery sinve The recossinm coded
in 2008, wt alse the generally steady
eroswth in coatings demanad thar the
industry has cxpericnoed during the
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<hat sirca sare ACH rrernbar comparies e nooe tran
crie e bl serving non S lacea sonmillees,
h Wmber of [Epancats dors ros necessely squats
“otae niraber of separeta compr ties eeresFred In

<his sJrves Bz fioral detail is prow'dad inoa sunney
publizrad ir the cgita: edition ol s ereicle.
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pasr feavears. The coulings indusiry
Erew 2.3% in volume and 2.6% invaloe in
Ane—archileeiural and OER coatings
were up, while the speciad Purposs sep-
ment was dowl The indostry is also pro-
Jeeted g al g 4,64 rate (volume and
2.8% {walue] in 20177 The responscs m
this survew particularly the projections
for Tuturee grovwreh, shonald e seen inthe
coittext of o number of vears of suatained
avd selid imdust ry prosse th,

VIEWS ON CURRENT CONDITIONS
REMAIN POSITIVE

Creceall, the rospondenls in this vour's
survey provided a slighcly more upheat
v leek for the nudustry than they hod
avear earlizrinthe 2008 survoy® This
WHATE SUIVET Sa% manufaccurers and
aupplicrsies pressing relativelr consis-
tent views on current (tall 20177 =nn-
dilivms vs fall 20046, with Both coarings
ranwfacturers and aupplices gencrally
e pressing positdve owtlonks. fs shoen
in Flgoee 4, bolb rroafacturens anil
suppliers saw things rouch che same way,
allhough suppliers were slightly more
Gerre: ACA Ieokastey Meirkict Analesls, 9 Lansn
202079, 2007 Rewasen Eusriahue Sumiminy,

A ndes], ACA conductaed e S0 Al sy o IREdsky
ExcUtivas in 2016, A5 wall &5 i previos yaars,
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FIGURE 5—Same que=stlon as Fgure 4, all 2017 respondants va all 266 respondents [combined}, upbear. Approximately 5% ol welghned
= = responses indicyed 1hat current conei-
— Livng were cicher “hetter™ o “ratich het-

ter” than thoze exporivneed a year s,
sl ulings! a1l the remalning resgun-
dewcs indicating thar they were the suue

40 as last vear—fow than 3% indicated Dhal
They wers “worse.”
A This vear's respondenls were soIme-
20 what more posilive ahour clrrem
couditions than their 2006 Cou NETPaITs,
1 As showen in Fgome 8 respondents in
" — I m i vhis yoars shevoy (2017 viewed current

econamie conditivns mare fvoeably
than did respoendents in lase vears (2006)
¥ LG Respondenls @017 Respondents strvey. Tn parcicular, fewer lh'q”_ E'q“' of
2007 respondents ceported conditions
as bodng “worse™ ar el worse” than
thase of 2 vear eavlier. as compared with
approgimalely 2004 af 2006 respoandaonis
who ravad comditions thal was®
Lrnadekivion v gsking hoth coatings nan-
ulavturer and supplier respondenes to com-
pare owverall curment connomic conditions
Ly hese: Their eoapanies faced one voar
agn, the siovey alse agkod respondents

403 o look buck vwo vears and provide thed
vicws as oo hesw they perceivied current
A cOTLCITIONT S 101 corTLEa riacHT B TR YAl g0
20% CHOET vs AHE) A Flore 6 shows, while a
large majority of supplives reported that
L B . - current conddivion: have inmprove] oeocr w0
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years ago, half of muwdactnrers agreed,
Much better Ritter aboul Lhe same Warse Mlich wa e while half reporicd condicons wore abwout
the same or worse, This outlook 15 some-
what different than (e responses to1hi
yuacsl i in 2008, i which munulactorers
and suppliers nswered Uhis question in
FIGURE 7—Company's curtent {2017) monthly produchion levels by volume) compared with a year ags. muich the sami way.
Clompanies were dlso asked to veport
their compay's current production
45% vrluimes versus those of 5 yoar ago (with
A, sipHiers spocifically asked to con-

5% sider only that portion of their outpot
3 produced for their costings industry
35 cuslumgrss. Besponses azaio generally
0% shirared solid Fear-over-year g;rgwrh,
15% with supplivrs cxpressing o neiceably
1615, mare posicive view on this tople? As
ga I ‘ L - shuwn in Figure 7, move than 20% of this
o -
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FIGURE 6—Comparisen ol 2017 v 2015 econatnlc conditions.
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year’s supplier respondents reported
increases in current production vol-
umes over those of ayear ago, while
fewer than half of manufacturers
reported production growth exceed-
ing 1% during the same timeframe.
These manufacturer results were
noticeably less positive than the
comparable responses in the 2016
survey, in which approximately 60%
of manufacturers reported growth in
excess of 1% (Figure 8).

FUTURE EXPECTATIONS
REMAIN OPTIMISTIC

Survey respondents were asked to
provide their current projections for
their company’s sales (both in dol-
lars/value and gallons/volume) for
2018 as compared with 2017. In this
year’s survey, while both manufac-
turers and suppliers predicted sales
growth for their own firms over the
next year, both supplier and manu-
facturer views for their companies
in 2018 were relatively bullish, with
virtually all suppliers seeing their
company’s sales growing in 2018,
along with the majority of manufac-
turers (Figure 9). (Note that Figure
10, which shows the comparable
projections made by respondents a
year ago, is very consistent with the
current production levels reported
in Figure7,)

As has traditionally been the case
in this survey, respondents showed
slightly less optimism about the
industry as a whole than for their
own companies. Although partici-
pants predicted a slightly lower level
of growth for the industry than they
did for their own firms, they still see
a relatively strong level of industry
growth. Over two thirds of respon-
dents foresee the industry growing
overall at a rate between 2 and 5%
(and nearly 20% of respondents
anticipate industry growth exceed-
ing 5%), as shown in Figure 12. This
is a slightly more optimistic forecast
than last year’s survey, when almost
40% of respondents predicted flat
sales growth or declining sales.

FIGURE 8—Results from 2016 ACA Survey showing respondents’ then current (2016) monthly production levels
(volume) compared to prior year (manufacturers vs suppliers).
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FIGURE 9—Current projections of own company's sales (dollars or value) for 2018 vs 2017.
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FIGURE 10—Current projections of own company's sales (gallons or volume) for 2018 vs 2017.
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Wacroecanmmic and other threats
tr the overall ULS. cennomy remain n
conworn [ respondents. Suppliers saw
a (hinese recession st 8 ujor CONCErt,
while manulacritrers highlighted the
rick of an “ascet bubhble,” while both
froups cited the risk pused by a Federal
Beserve Teard rate hike, along with
lzderal deht levels.

Respunses regarding challenges and
rizka 1o their mwn company alwuys pro-
vide interesting lasight inlg the respon-
donts’ wivwes alout che year ahead.
Suppliers and manufacturers were bhoth
presemted wilh the same st of such
challenges and risls, and interestingly,
their perspeetives vorigd a preat deal,

as demmenstrated in Fiyrres 13 and I4.

Tt 2006, manu lachurers expressed the
highes! level of concern about eepulaeory
profaures, but in Lhis vear's survey, raw
marerial pricing was the mosi Treguently
cited concern, noted by nearly all
respondeols, For suppliers, the proaiest
concetn involved supply chain issues, as
the largest nuimbers of respondents cited
teedsioch shortages and the inability
M customer vreleres,"

e this yaar's sunees. @ Sigeillcant nomizer of

rranifacursr respandonts |63 reportad 117t one o

miore rwe nialunials iy used wers put on anccation or
bacame unavallacde, and 1 5ame coses, resserndonls
repunLedl that 1hls resutted inirability w Wil oeders o
1eduirad discardinuation oba progact e

FBURE 11—Prajections far swn company’s sales dollars or vakee) for 2007 vs 2016 (2076 survey).
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MAJOR ECONOMIC INDICATORS FOR
CDATINGS DEMAND

The survey respondents were ssked o pro-
vide their autlool for three ey markoers of
coatings cermand: new home const o,
existing home sales, and commersinl prop-
erty nuimtenans:, Bespondents generally
Jorresce: maderate groneetly (o o with the
frrecasts noved nthe inimdoetion te this
artieled, with Lo rthirds or more wecing
growsth in the vear alead.

The ACA respondent’s forecast fur
muany fcluring activicy way also vory
similar o0 cosensus forecasts, with the
ACA wroup geuera Ty predicting moder-
ale prowth in durable poods manafactur-
ing, whils the nean forecast for molor
vichicle praduccion would adicane chat
sector will be flatin 2013,

FALL HURRICANES

Asthiz survey was Gebded, the United
Srales was still trying to evaluale the
impact of Hinrrieanes Hareey and Inna,
while Hurricsne Waria bad niol ve stewcl:
Puerta Rien. Respondenls were asked w
provide their views on the impact of the
slorms an che industrv,
specifically, respundents were skl
whelher
+ Weather events, including
Hurricune TTarvey, will have little or
noimpact o the coalings industry."

"Respnneants who selacted <his anseor ywere 2zhed ©o e
sRiac Ary oihers.

FIGURE 12—Current projentions of overall coatIngs Industry sales {dollarsivalue) over the next 12 months jall respondents).
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FIGURE 13—Top risks to compamy's financial wel|-being over the next 12 months (manifacigrors).
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PELURE 14—Top risks to company's finandal vealkbelng over the nexl 12 menths (suppliers).
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FIGUJRE F—ACA survey farecast for hausing and censtnucton {all respondents)_
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ABURE 16—ACA survey {osecast for manutacturing aéthaty [all respondests].
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FISURE T7—mpact of hurrlcanes on cantings mdustry (all respondents).

Construction iabar shortages

Disruptions will affect raw materat cost and
availability.

Increased demand for architectural coatings
products

Little or fe knpact on the coatings industry

¢ Reennsoruen activicy in Texas uml
elsewhere will messueably ineroase
dernand far architecoural coatings
products and the raw mateTials
grringg it them,

» [Hazruptions o the major chemi-
cal rnanufaccuring hase in Texas
will affest rave material eost and
availalilicy.

« leconstroction aetivity in Texas and
clarawhere will create construction
labwor shortages thar will adverscly
impact conscraetion inother areas of
the United States,

As showrn in Flgare 17, respon-

dents were st cotcoeemed shont the
impact to the chemical supply chain

AR rMaTIRGCETRCE MY FRMBFRET EMIEFR T

Dhareer 1-5%

S 5100

0f% 0% M% 30w alse S0% B0 7FOW a0% S0% 100%

manfuciuring hase i Texaz, althoueh o
larpe number saa that this will increase
demnand for architectural coatings

in partienlar® ¥irtually none of The
regpondenl s vigwed the hurricanes as
being Yileely to have little or no offect on
the mdustry,

CONCLUSION

The resulls of this pears survey appedr
v shosr continned posilive indnsiry
views on current eondidons, as well as

Py resprder alsa noted tiat replacarien, ol ood
damages wehicles saoukl w3 posilae Irpact on
ALtamotive s,

ancicipatinn ol solid growth inthe indus-
vy, building npon an unbroken string

af wrowe e thal exlends bacls to 20H),
Cearings demand ix highly Jupendent on
construdction and real pstate mobility, 95
well as manufacturing, amd where those
Lew parts of the coompmy are headed

i% critical oo the healtl of the coul ings
Industry, Should the TS, economy
CONCiLe i3 e%pansion, thers 1s reasnn
o expect that the comtings indusoy will
el AL D gt as well 3%
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