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The Market in 2006
’ I Yhe U.S. ceramic tile market con-
tinued to expand and experience
growth in 2006. Consumption
of tile increased 1.8% last year — from
3.26 billion sq. ft. in 2005 to 3.32 bil-
lion sq. ft. Domestic shipments of tile
decreased with 630 million sq. ft.
shipped domestically in 2006, a decrease
of 4.3% from 2005 (658 million sq.
fr.).!

Although overall total consumption set a
new record, the increase in 2006 (1.8%
overall) is slightly less than the 3.5% seen
in 2005, due to the slowdown in the new
housing market and resulting decline in
overall floor covering sales. Remodeling
and commercial markets, however, contin-
ued to bolster tile sales overall.

Imports' percent share of the U.S.
ceramic tile market (in square feet) contin-
ued to rise in 2006 and comprised 82.4%
of the total market. This follows the trend
of imports’ gaining ground over the last 15
years. Imports were 46.2% of the market
30 years ago, and in each year since 1992,
they have consisted of more than 50% of
total consumption.

From where is this tile coming? The
top five countries from which tile was
imported (in millions of sq. ft.) in 2006
were?:

* Ttaly — 661 - decreased 4.1% from ’05
* Mexico — 452 - increased 10.6% from ’05
* Brazil — 430 - decreased 4.8% from ’05
* China — 346 - increased 53.9% from 05
* Spain — 346 - decreased 5.0% from *05

Based on dollar value, however, we get
a different picture of the import market:
* Traly — increased 0.7% from *05
* Spain — increased 3.4% from 05
* Mexico — increased 9.7% from ’05
* Brazil — decreased 2.9% from ’05
* China — increased 60.5% from ’05

Opverall, this resulted in a modest
increase in price per square foot (of
imported tile) of $0.01 per sq. ft.

Other statistical trends include:
* 2006 U.S. consumption of Italian tile
(in sq. ft.) fell for the third straight year.
* U.S. consumption of Spanish tile (in
sq. ft) decreased in 2006 for the
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Table 4 The top ten countries from which tile was imported through 2nd quarter 2007
based on sq. ft. were:

Sq Ft.through Sq Ft.through 2007/2006 2006/2005
Country 2nd Qtr. 2007 2nd Qtr. 2006 % Change % Change
268,749,483 .......... 344,931,680 .......... -22.1% coovrirnnn -4.9%
223,307,149 .......... 228,229,213 .......... 2.2% oo, 15.6%
165,843,281 .......... 215,813,901 .......... -23.2% ..cvunnn -4.4%
152,442,364 .......... 149,984,894 .......... 1.6% woveveeeee, 52.9%
118,323,523 .......... 182,756,920 .......... -35.3% ..ccovvrnnn -3.4%
36,922,279 ............ 50,110,615 ............ -26.3% ..ocvnnn -17.4%

32,337,359 ............ 46,717,104 ............
Colombia.......ccccoeveveeennee. 21,321,660 ............ 28,659,235 ............
Indonesia 18,799,589 ............ 55,851,382 ............
Argentina 14,575,400 ............ 17,318,986 ............
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fourth straight year.

* 2006 U.S. tle consumption from Brazil
also declined, 4.8% from 2005 to 2006.

* U.S. consumption of Mexican tile
increased in 2006 for the seventh
straight year, up 10.6% over 2005.

¢ China, which accounts for 12.7%
(20006) of all tile imported to the U.S.,
continues to make a tremendous impact
on the market. It now is the fourth-
largest exporter of tile (in sq. ft.) to the
U.S., with U.S. consumption of
Chinese tile up 53.9% from 2005.

* Imports, which comprise a large portion
of the U.S. tile market, rose from 80.9%
of the market in 2005 to 82.4% in 2006.

There are several factors that have lead

to these trends:

* Weaker U.S. dollar vs. Euro

* More Italian companies manufactur-
ing in the U.S.

* In general, imports from higher-cost pro-
ducing countries declined, while imports
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from lower-cost countries increased.

As one can see from Tables 2 and 3,
the main countries from which tile is
imported have remained relatively the
same in the past 10 years, although
market share is now more widely dis-
persed. The emergence of China (0.2
% of U.S. tile imports in 1997; 12.7%
in 2006) has also made a major impact
on the industry.

Chart 4 shows the trend over the last
decade of the top 5 countries from which
tile was imported ( in thousands of sq. ft.).

The Market in 2007

Based on first and second quarter
2007 numbers, there has been a dra-
matic slowdown in the tile market.
Consumption, domestic shipments,
and imports are all down so far this
year. Total U.S. consumption through
2nd quarter 2007 was 1.37 billion sq.
ft., down 19.1% from ond quarter
2006.
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Future Indicators and Key
Influences
Value of Dollar vs. Other Currencies
The value of the Euro increased almost
10 % from 2005-2006 vs. the U.S. dollar,
and has continued to get stronger in 2007.
The Chinese Yuan and Brazilian Real also
made gains in 2006-2007, with the buying
power of dollars’ shrinking against these
currencies. The dollar increased in relation
to the Mexican Peso, however.

Mortgage rates

The housing market is affected greatly
by mortgage rates, which in turn influ-
ences the usage of tile. The average 30-yr.
fixed mortgage rates have steadily risen
from 5.87% in 2005 to 6.41% in 2006
and to 6.57% in August 2007. (Source:
Freddie Mac)

Population

The U.S. population grew to an esti-
mated 298 million in 2006, which is a
6.0% increase over 2000. It is estimated
to increase an additional 1% (over 2006’
population) in 2007. The U.S. has the
world’s third-fastest growing population
(trailing only China & India), which will
require an estimated 100 billion sq. ft. of
living space by the year 2030.> This will
result in a higher demand for flooring
products, such as tile.
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Unemployment

According to the U.S. Dept. of Labor,
unemployment fell from 5.1% in 2005
to 4.6% in 2006, and remains at 4.6%
as of August 2007.

Housing Starts

Housing starts fell drastically in 2006,
and continue to decline through 2007.
The number of single-family housing
starts fell 14.6% from 2005 to 2006,
compared to a 6.5% increase from 2004
to 2005. The NAHB projects the
slumping new home market will bottom
out at the end of this year or early in
2008.¢

Despite the decline in new housing
starts beginning in 2006, the average
size of single-family homes continued to
rise to a record 2,456 sq. ft. This is a
1.7% jump over 2005 numbers and a
14.8% rise from 10 years ago, in which
the average single-family dwelling was
2,140 sq. ft> Larger homes, kitchens,
and bathrooms mean more need for
flooring products like tile. Note the
increasing number of homes with 3,000

or more sq. ft. (Table 7).

Remodeling

Remodeling especially impacts the tile
industry, as the two rooms most fre-
quently remodeled are kitchens and
bathrooms, which also happen to be the
two rooms in which tile is most often
used. The size and number of rooms in
houses continues to rise. The latest data
from the U.S. Census Bureau (2005)
shows that 59% of new single-family
houses have 2-1/2 or more bathrooms,
and 96% have at least two bathrooms.

The National Kitchen and Bath
Association (NKBA) estimates that in
spite of the housing market decline, the
remodeling industry will remain steady
in 2007. Approximately $265 billion
was spent on kitchen and bath remodel-
ing in 2006, and that number is project-
ed to be $262 billion, slightly down
1.1%, in 2007.¢

America’s aging Boomer population,
with more disposable income than past
generations, has fueled the remodeling
market, and today’s younger generation
is more design-savvy and has more
money to spend on remodeling, as well.



Summary and Outlook

In spite of the current downturn in the
tile industry, there are reasons for opti-
mism. Tile was one of only three floor
coverings (along with area rugs and rub-
ber flooring) that saw an increase in sales
last year. Ceramic tile also continues to
gain a larger share of the floor covering
market (10.6% in 2006, up from 9.6%
in 2005) and is now third overall behind
carpet and area rugs.’

Looking ahead to the rest of 2007,
based on 15t and 20d quarter numbers,
if the current trend continues for the
remaining two quarters of 2007, total
consumption would be down a total of
17.2% from 2006.

Also:

GDP is predicted to grow at a 2.0%
rate in 2007.¢

The projected U.S. economic growth
for 2008 is 2.8%. This is the lowest
growth since 2002.

New housing starts are expected to
decline until at least early 2008, with
sales’ not getting back to the 1.5 mil-
lion level (i.e. where they were in

2003) until 2010 or 2011." TILE
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3 Builder Magazine

4 BUILDER Online News Service July 25, 2007
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6 Kitchen and Bath Design
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¢ 65 languages lost.
¢ Scientists have discovered 12,866 stars.
* 3 billion people have been born.

* Rain forest lost 6,070,000 square kilometer.
* 6,035 memorandums have been signed
between and amount governments.

* 270 times more people have subscribed to internet.
* 5,670,003 lost dogs found their home.
* Michael Jordon re-emerged 3 times.
96,354,426 couples got married.
© 25,354,998 devoiced.

What

has
happened
to the
World

in the * Puccini has developed over three
hundred unique tile products.
past ueer
Puccini Natural Stone
ten By Duratile Corp.

There is no substitute

years?

PR
L |
[
1348
Glass

b Slate 5}1{_1 {.}(f_}%;fé [

Marble

@;ﬁﬁ'ﬁﬁ

Matural Stone™
www.duratileusa.com

972-606-0888

&
W,
i
...
¥
#
¥
--'
Lk

Travertine

Exclusive
Distributorship
Available

Circle 7 on Information Card

Autamaricni

Industria Ceramic Tile z
Production & Glazing Lines Sandyville
* (2] Sacmi (Md, PHERD) Ceramic Press HAve, SE
* 2000 - Bacmi (hidl, PH1003) Ceramic Fress. East Sparta,

+ Darst 10°0ia  12°L Ball ML 125 HP
= ABE Raymond Roller Mill win

Whizzer Separator * [12] Donaldson Foat Mddl
o Wiliame Crusher & Ta24) Dol Dust Coliectors
Puteerizar Co. Grushes * Ingersoll Rand & Gardner Deanvar
& Dhasnesan HydraLiic Ak Comprassors & Drvers _
Mulipressas * Datrodt Diesel & Kohler Gangraiors
" {3} Hi-vecs » Critnes, Hoists & MaterglManding

s

Toll Free (B66) 842-5280

AT
Fupes Fromium o 155% will Ancky o ol Purgrasos

Circle 8 on Information Card

November 2007  www.TILEmagonline.com

.[_..]'*-.T.R ¥isil wwrw.shimsc. com for Ternts, Specs & Dircctions




