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BUILDING PRODUCTS & M ATERIALS GROUP OVERVIEW

INTRODUCTION

Harris Williams & Co. is pleased to present our Building Products and Materials
Industry Update for April 2016. Thisreport provides commentary and analysis on
current capital market trends and merger and acquisition dynamics within the
global building products and materials industry.

We hope you find this edition helpful and encourage you to contact us directly if
you would like to discuss our perspective on current industry trends and M&A
opportunities or our relevant industry experience

Mike Hogan

OURPRACTICE Managing Director

+1 (804) 915-0104

Harris Williams & Co. is a leading advisor to the building products and materials
industry. Our significant experience covers a broad range of end markets,
industries, and business models .
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RECENT MOMENTUM IN BUILDING PRODUCTS
. a portfolio company of
BLACKEAGLE
has been acquired by y
p has been acquired by
summy K€ISO
Boxley Materials U.S. LBM

A A vertically -integrated producer of construction
materials, primarily supplying aggregate, ready
concrete, asphalt and paving, and architectural
products in central and southwestern Virginia

-mix

AB o x | dighdgsiality products, superior customer
service, and strong culture make it the supplier of
choice in its markets

A Maintains a high -quality asset base of aggregate
reserves with modernized plants and equipment

2 8 HARVEY

N N suLDING PRODUCTS

has been acquired by

DUNES POINT capitaL

Harvey

A Leading building products supplier focused on
Northeast region

A Founded in and family -owned since 1961,
headquartered outside Boston in Waltham, MA

A Vertically -integrated window and door manufacturer
and distributor

A Distributes broad line of exterior building products
including windows, siding and roofing to over 44,000
customers annually through its network of 33
warehouses

A Provides a comprehensive line of specialty products,
including engineered lumber, windows and doors,
roofing and siding, drywall, and cabinetry

A Over 30,000 residential and commercial construction
customers

A Broad coverage, going to market through 19 local or
regional brands with 150 locations across 22 states in
the Northeast, Midwest and Southeast United States

WOODCRAFT"
INDUSTRIESe

a portfolio company of
-~
4. OLYMPUS PARTNERS

is being acquired by

Quanex

building products

Woodcraft Industries

A Best-in-class cabinet door and components
manufacturer with highly automated and efficient
operations

A Offers a comprehensive line of over one million
hardwood and engineered wood SKUs in a wide
variety of styles, sizes, designs, and wood species

A Focus on providing high -quality components and just
inti me (0JITd6) service to
OEMs

ar
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WHAT WEGRE READING

CONSTRUCTIONUNIONS: HEADEDFOREXTINCTIONOR POISEDFORA RESURGENCE?

Construction Dive 3/31/2016

Unions were once a bastion of the middle class, but the years have seen a dwindling of union members, particularly in
the private sector fi including in the construction industry. According to the U.S Bureau of Labor Statistics, total union
membership in 2015 was approximately half what it was in 1983, and the percentage of construction workers who are
union members dropped more than 4%to 13.2%in just the last 15 years.

Read the full article here.

AMERICAN PORTSWILLINVEST$150B BY 2020

Concrete Construction 4/11/2016

American Association of Port Authorities CEO Kurt Nagle recently spoke of the need for the government to invest
more in America's seaports and their intermodal connections & both on land and in the water . Nagle cites both as
enhancing the economy, creating and sustaining jobs, and enhancing the country's international competitiveness .
Economist John C. Martin, consulted for the article, agreed about the economic importance of the ports before
considering their economic contributions each year ($4.6 trillion)

Read the full article here.

CONSTRUCTIONVIATERIALPRICESBREAK8-MONTH SLIDEWITH0.9% RISE

Construction Dive 4/13/2016

Construction material prices rose 0.9% between February and March, but fell 3.4% year -over -year, according to an
Associated Builders and Contractors analysis of Bureau of Labor Statistics data released Wednesday .

March marked the firsttime in nine months that construction industry inputs in the Producer Price Index increased .

Only four of 11 input prices dipped between February and March : prepared asphalt, natural gas, fabricated structural
metal, and plumbing fixtures and fittings. The remaining seven inputs saw price gains last month .

Read the full article here.

CMD: NONRESIDENTIAICONSTRUCTIONSTARTSOAR 18% IN MARCH

Construction Dive 4/18/2016

The value of March nonresidential construction starts shot up 18% from February to $28.5 billion, significantly higher
than the typical February -to-March increase of 2.5% and much more typical of the standard March -to-April rise of
12%, CMD reported .

Usually, March -to-April figures show the greatest month -to-month increase in starts each year. CMD noted that
F e br u angynd figure has been upwardly revised to $24 billion from $19.1 billion.

Read the full article here.

8.8% SLIDEIN HOUSING STARTSVARNSOF POTENTIALCOOLING IN THEHOUSING MARKET

Construction Dive 4/19/2016

Housing starts dropped 8.8% in March to a 1.09 million annualized rate, down from the revised 1.19 million rate in
February, the Commerce Department reported . However, March housing starts were still 14.2% higher than March
2015. New applications for building permits, which predict future construction activity, declined 7.7% in March, but
were 4.6% higher than March 2015.

Single-family construction saw the steepest drop last month, with a 9.2% slide, and multifamily was close behind with
an 8.5%decrease . Single-family starts dipped in all four U.S regions in March .

Read the full article here.
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EcoNOoMIC UPDATE

GROSSDOMESTICPRODUCT

A Real GDP increased by an annual rate of
1.4% in the fourth quarter of 2015, while
overall GDP increased 2.4% in full-year
2015

A current dollar GDP increased 2.3%, or
$104.6 billion in the fourth quarter to a level
of $18.2 trillion

A The Gross Domestic Income (GDI), which
measures the value of the production of
goods and services in the U.S as the costs
incurred and the incomes earned in
production, increased 0.9% in the fourth
quarter of 2015

(QoQ percentage change)

1.5% -

1.0% A

0.5% A

0.0%

(0.5%)
(1.0%) 1
(1.5%) -

(2.0%) A

(2.5%) -

Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4 Q4
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Seasonally -Adjusted

Source: Bureau of Economic Analysis

INDUSTRIAIPRODUCTIONINDEX

A Industrial production  decreased 0.8% in
March after decreasing 0.5% in February ; it
isdown 1.8% YoY since March 2015

ACapacity utilization for the industrial sector
fell 0.7% in March to 74.8% and isup 1.2%
since March 2015

(Indexed to 2012)
110
108 A
106 A
104 A
102 H
100 A
98 A

96 A

94 T T T T

\/\q, N ’\,\'b NCIING U N N BN TN \,\‘o
REECHINC S
Seasonally -Adjusted

Source: Federal Reserve
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EcoNOoMIC UPDATE

PERSONALCONSUMPTIONEXPENDITURES

Ain February, personal income increased (Percentage change in 3 -month rolling average)

$13.3 billion, or 1.8%, while personal
consumption expenditures (PCE)

increased $11.0 billion, or 0.1% 0.7% 1
AWages and salaries were flat in March, 0.6% A
after increasing 0.6%in February
o 5% -
A Purchases of durable goods fell 3.0% 0.5%
compared to an increase of 4.3% in
January ; while purchases of non -durable 0.4%
goods increased 0.1%, compared to a
decrease of 0.9%in January
0.3% -
0.2% -
0.1% -
0.0% T T T T T T
(0.1%) - u
(0.2%) -

Feb-10 Feb-11 Feb-12 Feb-13 Feb-14 Feb-15 Feb-16

Source: Federal Reserve

ECONOMIC SENTIMENT

AThe Leading Economic Index  (LEl) (Indexed to 2010)
measures how consumers view prospects
for their own financial situation, how they 130 -
view the near-term general economy
prospects, and their long-term view of
economic prospects

125 -
A The LEIfor the U.S improved in February by
0.1% to 123.2, following a 0.2% decline in
January, and a 0.3%decline in December 120 A
AThe February increase in LElrepresented a
2.3%change since February 2015 115 A

A The continued rise in LEIsuggests economic
growth will remain moderate in 2016 with
litle reason to expect growth to pick up 110 A
substantially

105 A

100 T T T
Feb-13 Aug-13 Feb-14 Aug-14 Feb-15 Aug-15 Feb-16

Source: Conference Board Leading Economic Index (LEI)
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CONSUMERCONFIDENCEINDEX (CCl)

AThe Consumer Confidence Index
increased to 96.2 in March, up from 94.0
in February

(Indexed to 1985)

) 120 A
A Consumer confidence is currently down
2.9% over the last six months, and 5.2%
lower than March 2015 100 A
Aconsume rapp@aisal of current 80 -
conditions was mixed in March . Those
saying business conditions are 6 goodé
decreased from 26.5% to 24.9%. 60 -
However, those saying business
conditions are 0 b a ddecreased from
19.0%to 18.8% 40 -
AConsumers had mixed feelings about
the labor market. The proportion 20 -
claiming jobs are 0 p | e n tincreasdd 6
from 22.8% to 25.4%, but those claiming
jobs are 0 h a todg e tafso increased to 0 T T T T T T T T T
26.6% from 23.6% Q'\ & S O D N N X N o
S R s R RN R
Source: Conference Board
KEYINTERESRATES
A The 30-year mortgage rate increased in 8% -
March 2016 to 3.69%
A . . 7% -
AThe current mortgage rate is 8 basis
points lower than the rate from March
2016 6% 1
5% A
4% H
3% -
2% A
1% A
0% . . - . ; ; . p—
«Qb «'/\ x’Q(b «'Qq «\Q \'\\ «\q, ¢ @ «'\b‘ x'\% «\b
o o € o o o € o o € o
NN AN N N N N

e 30-Yr Mortgage Rate
10-Yr Treasury Rate
Seasonally -Adjusted e Effective Federal Funds Rate

Source: Federal Reserve
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EcoNnOoMIC UPDATE

U.S. NON-RESIDENTIACONSTRUCTION

A Non -residential construction has lagged
in recovery but has increased 10.1% since
February of 2016

A Non-residential construction  decreased
by 1.4% from January to February, and
has decreased 0.6% over the last six
months

A Several sectors within non -residential
construction that continue to see
spending increases include commercial,
industrial, and office / lodging

Aln the release of its estimates for
November 2015, the U.S Census Bureau
restated each of its monthly estimates
going back to January 2005, citing a
processing error in the tabulation of data

F & SO
& & & & & & &
mmmm Non-Residential Construction

Seasonally -Adjusted Annual Rate
Source: U.S. Census Bureau

&

($ in billions)

$750 - - 12.0%
$700 - L 8.0%
$650 - L 4.0%

M \
$600 1 \,W'I\M - Ml 0.0%
WL

$550 - L (4.0%)
- -
$450 ! . (12.0%)

O N5 b
& & &

MoM Change

U.S. HOUSING STARTS

Aus housing starts in March decreased
8.8% over February, and increased 14.3%
YoY

ADecreases were driven by a 9.2% MoM
decrease in single-family homes and a
7.9%decrease in multi -family homes

A Housing starts continue to rebound from
unprecedented  lows reached in 2009,
yet remain ~20% below the 50-year
average of 1.4 million starts per year

(Unitsi n 0000 s)

50-year average

3,000 1~ of 1,441 starts

Mar. 2016 Total: 1,090
MoM G: (8.8%)
YoY G: 14.3%

2,500 A

2,000 A

1,500 A

1,000 4

500 A

1966 1971 1976 1981 1986 1991

Source: U.S. Census Bureau

1996 2001 2006 2011 2016
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EcoNnOoMIC UPDATE

RESIDENTIAHOUSING SPENDING

ATotaI residential building spending for P

2016 is projected to be $412 billion, 7.3% (8 in billions)

up from $382 billion in 2015 2012 82015 CAGR: 10.0% 2016E & 2019P CAGR: 8.6%
AResidentiaI building spending increased

at a 10.0% CAGR between 2012 and 600 1

2015 $527
; 500 | $486
A FMI projects that spending will increase $447

at an 8.6% CAGR from 2016E through $382 $412

2019P 400 A $342 $354 I I

o T
300 1
$249 $253 I I

100 1

2010 2011 2012 2013 2014 2015 2016E 2017P 2018P 2019P

B Single-Family Multi-Family ~ ® Improvements*

*Improvements includes additions, alterations, and major replacements. It
does not include maintenance and repairs.

Source: FMI Consulting

NAHB REMODELINGMARKETINDEX (RMI)

A The Q4 RMI was 58 and has not dipped

below 50 since Q3 2009 70 -
A The overall RMI averages the indicators 65 -
of current and future remodeling activity .
An RMI over 50 indicates that remodelers
are reporting higher activity than the 60
previous quarter
Aon a seasonally -adjusted  basis, RMI o5
posted a decline of 3.6% year-over -year
in the fourth quarter 50
45
40
35 A
30 T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T 1
Q4 2007 Q4 2009 Q4 2011 Q4 2013 Q4 2015

Seasonally -Adjusted Annual Rate
Source: NAHB

Harris Williams&Co.

middlemarket*

PAGE | 8



BUILDING PRODUCTS MATERIALS
| NDUSTRY UPDATE

M&A M ARKET TRENDS

MARKETOBSERVATIONS

A After a record year for M&A in 2015, 16.2% higher than 20078 revious peak, there has been a cooling down
period at the start of 2016, with global M&A re-balancing towards a more sustainable level

A Q12016 global M&A volume totaled $597.4 billion, down 24%vs. Q1 2015
A Inthe U.S, deal volume totaled $242.5 billion across 1,007 transactions, down 33%vs. Q1 2015

A Recent improvements in credit market conditions following significant moderations early in the year are
expected to help drive higher deal volume in Q2

A Market volume in Q1 was driven primarily by outsized activity within a few sectors, most notably pharmaceuticals
and chemicals

T North American building products deal activity was down 10.7%compared to Q1 2015

Sources: PitchBook, Mergermarket

BUILDINGPRODUCTQUARTERLYI&A ACTIVITY

Total Transactions: 270 Total Transactions: 263 | Total Transactions: 267 | Total Transactions: 217 | Total Transactions: 242 ; Total Transactions: 234

YoY Change: 55.2% YoY Change: (2.6%) YoY Change: 1.5% YoY Change: (18.7%) YoY Change: 11.5% YoY Change: (3.3%)

70 4

60

50 4

40

10 4

Q1 Q1 Q1 Q1 Q1 Q1 Q1
2010 2011 2012 2013 2014 2015 2016

Note: Includes all building products or construction materials M&A transactions announced in the U.S. or Canada
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SELECT SECTOR OVERVIEWS & TRENDS

LUMBERAND WOOD PRODUCTS

Framing Lumber Composite Price Index

Description ($ per thousand board feet)
A Lumber, boards, beams, bolts oriented strand board, poles, shingles, siding, $500 1
and wood chips
Industry Commentary : $400 +
A 70% of U.S lumber demand isdriven by housing, including new construction $300
and remodeling
A Prices recovered in Q1 2016 from depressed levels in Q4 2015 $200 1
$100 T T T T T T
O N N > N N N
\&0\/ @0\/ @0\/ @Cg é\o" \}é’ é\o"

Source: Random Lengths

ROOFING

Description ) )
Roofing Demand by Primary Segment

A Roofing market includes bituminous, wood, and tile roofing used in residential
applications and metal elastomeric and plastic roofing used in non-

residential applications New Non -
Industry Commentary : ReS|d;ent|aI
< ) . . . - 8% Residential
A US demand for roofing is projected to rise 3.9% annually to 252 million New Residential Reroofing
squares in 2019, valued at approximately $21.4 billion dollars 11% , 44%
A Demand for roofing isclosely linked to building construction expenditures, but
has been more sheltered than other building products markets from the
housing slump due to the non-discretionary need for roof repair and
replacement
A Houses need to be re-roofed every fifteen years on average and the aging Non -Residential
U.S housing stock will drive continued demand for replacement Reroofing
P 0,
A Additionally, renewed strength in new housing construction and a generally 37%
stronger economic climate will support growth
Source: Freedonia
WINDOWSAND DOORS
Description Leading Indicator of Remodeing Activity o

A Windows and doors market includes metal, wood, and vinyl windows and LIRA ($ in billions)

doors for residential and non -residential end markets $160

Industry Commentary : s
140

A Window and door demand is primarily driven by new commercial and
residential construction, as well as repair and remodel spending

; 120
A Quarterly remodeling spend decreased 0.6% during Q1 2016, following a dip $
in Q4 2015. Spend for Q1 was ~$141 billion
$100
$80 ! !

Mar-12 Mar-13 Mar-14 Mar-15 Mar-16

Source: Joint Center for Housing Studies of
Harvard University
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SELECT SECTOR OVERVIEWS & TRENDS

WALLBOARDAND PLASTER

Description U.S. Wallboard Demand Outlook
. o . ($ in millions)
A Primarily made from gypsum, products include wallboard, plaster, $7.000

plasterboard, molding, ornamental moldings, statuary, and architectural

plasterwork $6,000
Industry Commentary : $5,000
A Industry executives are uncertain on ability to continue price increases

through 2016, though confidence in demand remains high $4,000
A Gypsum product demand is primarily driven by new commercial and g3000

residential construction, as well as repair and remodel spending
: - . . 2,000
A Over the past two years, rising wallboard prices and cost-saving measures $

have improved industry profit margins $1.000
A New home inventories remain near historically low levels and as demand for

new homes grows, builders will respond by increasing their stock $0 2007 2009 2011 2013 2015  2017P

Source: IBIS World
HVAC
U.S. HVAC Demand Outlook

Description ($ in millions)

A Residential, commercial, and industrial heating, ventilation,

and refrigeration equipment

air-conditioning,

Industry Commentary :

A US shipments of central air conditioners and air-source heat pumps
dropped modestly in 2015 compared to 2014

A HVAC demand is primarily driven by residential and non -residential
construction, HVAC replacement, and weather patterns

A Aging domestic buildings (75% of buildings were built before the 1980s) are
fueling the demand for replacement equipment

A New minimum energy efficiency standards for air conditioning and
corresponding tax credits are driving replacement demand

$70,000 -

$60,000 -

$50,000 -

$40,000 -

$30,000 A

$20,000 -

$10,000 -

$0 -

2007 2009 2011 2013 2015 2017P

Source: IBIS World

PLUMBINGFIXTURE®&ND FITTINGS

Description

A Plumbing fixtures, bathtub and shower fixtures, and indoor pipes constitute
this segment

Industry Commentary :

Plumping Equipment Industry Revenue Outlook
($in millions)

$70,000 -

$60,000 -

$50,000
A Through 2018, U.S demand for plumbing fixtures and fittings is projected to
advance ~3%annually to nearly $55 billion $40,000
A Primary demand determinants are repair and remodel spending, new home $30,000
construction, and non -residential improvement and repair
. $20,000
A Rising demand for higher -margin products such as hydronic heating systems
and insulated pipes have expanded overall profit margins since 2010 $10,000
$0
2007 2009 2011 2013 2015  2017P
Source: IBIS World
Harris Williams&Co.
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SELECT SECTOR OVERVIEWS & TRENDS

AGGREGATES

Description

A Broad category of materials such as crushed rock, manufactured sand, U.S. Aggregates Consumption
natural sand, and gravel 2500 - (values in millions of metric tons )

A Most-used material inthe world, after water

Industry Commentary : 2,000

A Markets are local in nature due to high shipping costs 1,500

A Major players include Lafarge, Cemex , CRH, Heidelberg Cement, Martin
Marietta, Vulcan Materials and a large number of independent operators 1,000

A Demand is derived from total construction spending, which is based on
global, national, regional, and local economic conditions . 25 billion tons
of aggregates are used per year globally, roughly four tons per person

A On July 9" 2015, Congress passed a bill to ease permitting for domestic
mines, which included aggregates

500

2009 2010 2011 2012 2013 2014 2015

m Crushed Stone ™ Sand/Gravel

Source: U.S. Geological Survey

ASPHALT

Description

A Paving and roofing materials include asphalt and tar-paving mixtures and
blocks, shingles, roofing cements, and coatings

Industry Commentary :
A Asphalt isused over 85% of the time in U.S highway and road construction

A On December 4t 2015, Congress passed The Fixing Ame r i cSarface
Transportation (FAST)Act, a comprehensive five -year, $305 billion highway
spending bill

A MAP 21 regulations extend and fund federal highway programs, including
over $120 billion for infrastructure programs

A Simultaneously, resurgent U.S housing activity supports asphalt shingle and
roofing cement demand

U.S.Refinery Net Production of
Asphalt and Road Oil

20,000 - (thousands of barrels)

16,000 -
12,000 A
8,000 -

4,000 -

0 —
F SIS IS ILIEE
R AN A L SR o

Source: U.S. Energy Information Administration

CEMENTAND CONCRETE

Description

A Portland, natural, masonry, pozzolanic ,and other hydraulic cements
A Typically, manufacturers also thermally treat and mine or quarry lime
Industry Commentary :

A U.S cement consumption has historically exceeded domestic production
capacity
A Concrete has been gaining share over asphalt since 2008

A US cement capacity and import terminals are

controlled by international producers

largely owned or

A Significant barriers to entry exist for new cement

transportation costs lead to regional markets

capacity and

U.S. Cement Demand Outlook
($ in millions)

$16,000 -
$14,000 A

$12,000

$10,000
$8,000 -
$6,000 -
$4,000 A

$2,000 -

$0
2007 2009 2011 2013 2015

Source: IBIS World

2017P
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PUBLIC MARKETS

MEDIAN REVENUESROWTH(2012 ¢ 2015)

MEDIAN REVENUESROWTH(2015 & 2016E)

5.5%
Building Products Distributors [N 7.2%
I 10.1%

Building Products

Construction Materials

6.0%
Building Products Distributors [N 5.6%
I 12.2%

Building Products

Construction Materials

MEDIAN EBITDAMARGIN (2012 6 2015)

MEDIAN EBITDAMARGIN (2015 6 2016E)

Building Products 11.7%
Building Products Distributors [N  4.4%

I 12.9%

Construction Materials

Building Products 14.7%
Building Products Distributors [N 7.2%

I  12.8%

Construction Materials

MEDIAN CAPEX/ 2015 REVENUE

MEDIAN TEV/ 2015 EBITDA

Building Products 2.7%
Building Products Distributors [ 1.5%

I 6.0%

Construction Materials

Building Products 11.3x
Building Products Distributors NN 10.6X
I  12.3%

Construction Materials

HISTORICAL STOCK PRICES
(APRIL 151 2011 6 APRIL 15+ 2016)

HISTORICAL MEDIAN TEV / NTM EBITDA
(APRIL 151 2011 6 APRIL 15" 2016)

240 1 -
Building Products Index Building Products Index
29 o o 13.0x 7 ——Building Products Distributors Index
0 1 —— Building Products Distributors Index
—— Construction Materials Index
200 - — Construction Materials Index 12.0x A
—— S&P 500 Index
—— S&P 500 Index
180 A 11.0x A
160 - 10.0x A
140 A 9.0x A
120 A 8.0x
100 + 7.0x
80 1 6.0x .
N v > » \) b
60 - & & & & & &
ks v \s e ke e
& > «\q, «:\{b & > o ° «\b
‘?*Q ‘?9 ‘?9 ‘?*Q ‘?*Q ‘?9
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