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Before We Get Started

• Interact with the presenters anytime! Submit questions throughout today’s webcast through 

the question feature available in the on-screen panel.

• An on-demand version will be provided via email within 72 hours of the event.

• The recording of this webcast will also be posted on our Economic Resources page.

• Quarterly Construction Starts and Put in Place Forecasts available:  

www.constructconnect.com/economic-resources

Any opinions expressed within our economic commentary are based upon information considered to be reliable, but neither ConstructConnect, nor any of our commentators warrant

the completeness or accuracy of, or are under any obligation to update or correct, any information provided to you in connection with their work. Our economic forecasts are a

directional indicator, not an exact, explicit guarantee of future economic conditions. The economic forecasts are provided as-is, and we make no other representation or warranty,

implied or otherwise, related to the forecasts.



Course Number: CCAIAEW052023

ConstructConnect is a registered provider for the AIA Continuing Education Systems. Credit earned on completion of 

this program is reported to CES Records for AIA members. If you did not include your AIA Member ID when you 

registered for this webcast, look for the course in AIAU in the coming days: aiau.aia.org

LEARNING OBJECTIVES

• Understand how global and domestic economic conditions can impact architects & designers, contractors, engineers, 

construction managers, and building product manufacturers.

• Understand changes in inputs to construction, focusing on potential labor market challenges and material cost pressures 

that may arise from broader economic pressures.

• Understand business risks and opportunities based on forecasts for all segments of U.S. construction activity.

• Determine, based on economic presentations and discussions, which building categories and geographies should expect 

growth—and which should prepare for downturns. 

This program is registered with the AIA/CES for continuing professional education. As such, it does not include content that may be deemed or 

construed to be an approval or endorsement by the AIA of any material of construction or any method or manner of handling, using, 

distributing, or dealing in any material or product. Questions related to specific materials, methods, and services will be addressed at the 

conclusion of this presentation.



Economic Resources
constructconnect.com/economic-resources
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After Declining in 2021, Construction Spending on Buildings Made a Healthy 
Recovery Last Year…

Billions of $, Jan.–Dec. 2022 vs. Jan.–Dec. 2021 totals

2022 2021 % Change

Total Nonresidential Building Construction $600.7 $546.9 9.8%

Commercial/ Industrial $326.9 $278.3 17.5%

Lodging $18.6 $18.2 1.8%

Office $87.2 $86.6 0.7%

Commercial (retail & other) $114.8 $94.6 21.4%

Manufacturing $106.4 $78.9 34.8%

Institutional $273.8 $268.6 1.9%

Healthcare $52.6 $48.5 8.5%

Education $99.0 $98.5 0.6%

Religious $2.9 $2.9 -1.9%

Public Safety $11.2 $12.2 -7.4%

Amusement & Recreation $27.0 $25.3 6.8%

Transportation $56.8 $56.7 0.2%

Communication $24.3 $24.7 -1.4%

Source: U.S. Census Bureau, Value of Construction Put in Place



…and That Recovery Has Even Strengthened With the Q1 2023 Readings

Billions of $, Jan.–Mar. 2023 vs. Jan.–Mar. 2022 totals

2023 2022 % Change

Total Nonresidential Building Construction $157.1 $128.5 22.3%

Commercial/ Industrial $91.5 $69.3 32.0%

Lodging $5.4 $3.9 38.8%

Office $22.8 $19.7 15.4%

Commercial (retail & other) $29.2 $24.1 21.6%

Manufacturing $34.1 $21.6 57.5%

Institutional $65.7 $59.2 11.0%

Healthcare $13.3 $11.8 12.6%

Education $23.2 $21.0 10.5%

Religious $0.7 $0.7 7.2%

Public Safety $2.6 $2.4 8.6%

Amusement & Recreation $6.7 $5.9 13.4%

Transportation $13.5 $12.0 12.7%

Communication $5.7 $5.5 4.5%

Source: U.S. Census Bureau, Value of Construction Put in Place



Construction Costs for Key Commodities Continue To Be Very Volatile

Change in construction costs, Mar. 2022–Mar. 2023
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Supply Chain Pressures Globally Have Eased Back 
to Pre-Pandemic Levels

Standard deviations from average value in the Global Supply Chain Pressure Index
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Source: Federal Reserve Bank of New York, Global Supply Chain Pressure Index, https://www.newyorkfed.org/research/gscpi.html. 

https://www.newyorkfed.org/research/gscpi.html


Reshoring and Foreign Direct Investment Have Produced 
a Recent Surge in Domestic Manufacturing Positions
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Architecture Firm Billings Modestly Improved in March, 
Following a Five-Month Downturn

Diffusion index: 50 = no change from previous month, seasonally adjusted
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In the Previous Three Recessions, ABI Downturn at Onset 
Was Much Sharper

Diffusion index: 50 = no change from previous month, seasonally adjusted
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Multifamily Residential and Commercial/Industrial Responsible for 
Recent Weakness, but Institutional Sector Also Faltering

ABI scores by quarter for 2022 and 2023
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New Design Contracts Have Been Almost as Soft as Billings, 
Suggesting Workloads Won’t Accelerate Anytime Soon

Diffusion index: 50 = no change from previous month, seasonally adjusted
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Architecture Firm Backlogs—Averaging Around Seven Months—
Have Stabilized Recently

Average backlog at architecture firms (months) 
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Multifamily Rentals Have Paced the Recent Downturn 
Nationally in Commercial Property Values

Change in price index for March 2023
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Construction Spending Expected To Remain Relatively Healthy 
This Year Before Slowing Significantly in 2024

Billions $ / % change - construction spending on nonresidential buildings 
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Retail Construction Has Seen Healthy Growth, but This 
Sector, Along With Offices Expected To Slip Next Year

Billions $ / % change - construction spending on nonresidential buildings 
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Institutional Sector Recovery Underway; Spending 
Projected To Remain Relatively Healthy This Year and Next

Billions $ / % change—construction spending on nonresidential buildings 
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Total Nonfarm & Construction Employment, Feb. 2020–Feb. 2023
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Construction employment change by state, 
Mar. 2022–Mar. 2023 (U.S.: 2.5%)

Top 5

RI 11.9%

NV 8.2%

MT 7.5%

NE 7.5%

OR 7.1%

Bottom 5

WV -7.5%

CT -2.9%

SD -1.2%

CO -1.0%

CA -0.8%

44 states up, 5 states down, 1 state + DC unchanged

Source: Bureau of Labor Statistics, state and area employment, www.bls.gov/sae

http://www.bls.gov/sae


Construction Job Openings & New Hires

Job openings and hires, Mar. 2001–Mar. 2023, not seasonally adjusted
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New hires Mar. 2023: 407,000  
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Source: Bureau of Labor Statistics, www.bls.gov/jlt, Job Openings & Labor Turnover Survey (JOLTS)  
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Construction Wage “Premium” vs. Total Private Sector

Excess of average hourly earnings (AHE) for production and nonsupervisory employees in construction vs. private sector

Annual premium, 2000–2019 Monthly premium, Jan. 2020–Mar. 2023

(seasonally adjusted)

0%

5%

10%

15%

20%

25%

2000 2003 2006 2009 2012 2015 2018

2000–2019 Average 

premium [21.5%]

0%

5%

10%

15%

20%

25% Mar. 2023 

[18.7%]

2000–2019 Average 

premium [21.5%]

Sources: BLS,  www.bls.gov/ces

% change in AHE Mar. 2022–Mar. 2023:

Construction 6.6%

Private 5.1%

http://www.bls.gov/ces


Costs for New Nonresidential Construction vs. Consumer Prices

Cumulative change in PPI for new nonresidential construction inputs and CPI

Feb. 2020–Mar. 2023, not seasonally adjusted
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Not All Construction Costs Are Cooling!

Producer Price Indexes, 1- & 12-mo. change (not seasonally adjusted)

Mar. 2023 change from:

Feb. 2023     Mar. 2022

(1 month) (12 months)

Cement 0.3% 17.0%

Asphalt paving mixtures and blocks -0.1% 14.1%

Construction machinery and equipment 0.2% 11.8%

Gypsum building products -0.1% 11.8%

Subcontractor price indexes, nonresidential building 

work 
Roofing contractors 0.2% 19.5%

Plumbing contractors 0.8% 12.5%

Concrete contractors 0.1% 8.0%

Electrical contractors 0.1% 18.8%

Source: BLS, producer price indexes, www.bls.gov/ppi

http://www.bls.gov/ppi


Cost Squeeze on Contractors Can Reappear Suddenly, Last 2+ Years
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Change in Construction Spending: Mar. 2023 vs. Mar. 2022

Current (not inflation-adjusted) dollars, seasonally adjusted

Total 4%: Private residential -10% (Single-Family -23%; Multi 23%; Improvements -2%); Public Residential 10%

Nonresidential 19% (Private 21%, Public 15%)

Nonresidential segments (in descending order of Mar. 2023 spending)

• Manufacturing 62% (Computer/Electronic 179%; Chemical 22%; Food/Beverage/Tobacco 49%; Transportation Equipment 
22%)

• Commercial 20% (Warehouse 22%; Retail 22%; Farm 1%)

• Highway and Street 21%

• Power -3% (Electric -5%; Oil/Gas Fields & Pipelines -2%)

• Education 11%

• Office 15%

• Transportation 12%

• Healthcare 11%

• Other: Sewage/Waste Disposal 26%; Amusement/Recreation 13%; Communications 5%; Water Supply 26%; Lodging 38%

Source: Author, from U.S. Census Bureau, www.census.gov/constructionspending

http://www.census.gov/constructionspending


Medium-Term Outlook for Construction

• Economic recovery should continue, but the likelihood of recession remains high

• Homebuilding is likely to fall for several months until prices, interest rates flatten

• Multifamily, warehouse, retail, office, lodging are at risk from slowdown, rising rates

• Infrastructure Investment & Jobs Act, CHIPS and Science Act, Inflation Reduction Act will give a major boost to 
infrastructure, manufacturing, and power construction

BUT

– money will be slow to turn into construction awards and spending

– Buy America(n), labor, and environmental strings may tie up project starts for years

• Materials cost and lead time trends are mixed, no longer all upward

• Labor availability has resumed being the #1 challenge for many contractors

Source: Author



Long-Run Construction Outlook (Post-Pandemic)

• Finding workers will be a challenge for much longer than materials costs or supply

• Slower population growth means slower demand growth for most construction

• Slowing demand for K-12, decline for higher ed construction

• Permanent shift from retail to e-commerce/distribution structures

• More specialized and online healthcare facilities; fewer hospitals, nursing homes

• More wind, solar, battery storage and charging facilities, and related manufacturing

• Not clear if offices will decentralize or remain in less demand

• Not clear if recent urban/rural or state-to-state migration will remain or reverse

Source: Author



Population Change by State, Jul. 2021–Jul. 2022 (U.S.: 0.38%)

(U.S.: 0.38%)
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http://www.census.gov/popest


AGC Economic Resources

• 2023 AGC/Sage Construction Hiring & Business Outlook Survey 
Results: https://www.agc.org/2023-construction-hiring-and-business-
outlook

• The Data DIGest: weekly 1-page email (subscribe at http://store.agc.org)

• Construction Inflation Alert: https://www.agc.org/learn/construction-

data/agc-construction-inflation-alert

• ConsensusDocs Price Escalation Resource Center: 
https://www.consensusdocs.org/price-escalation-clause/

• Surveys, State and Metro Data, Fact Sheets: 
www.agc.org/learn/construction-data

• Monthly Press Releases: construction spending; Producer Price Indexes; 
national, state, metro employment with rankings: 
https://www.agc.org/newsroom

Email me at ken.simonson@agc.org

Source: Author

https://www.agc.org/2023-construction-hiring-and-business-outlook
http://store.agc.org/
https://www.agc.org/learn/construction-data/agc-construction-inflation-alert
https://www.consensusdocs.org/price-escalation-clause/
http://www.agc.org/learn/construction-data
https://www.agc.org/newsroom
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United States Bidding Trends

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

United States
ConstructConnect Bid Projects by Month 2019-2023

2019 2020 2021 2022 2023

United States

ConstructConnect Bid Projects by Month 2019-2023
When comparing prior years’ 

Q1 bids, 2023 U.S. bid projects 

are trending:

+11% vs. 2019

+7% vs. 2020

+20% vs. 2021

-2% vs. 2022



Canada Bidding Trends

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec

Canada 
ConstructConnect Bid Projects by Month 2019-2023
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Canada

ConstructConnect Bid Projects by Month 2019-2023
When comparing prior years’ 

Q1 bids, 2023 Canada bid 

projects are trending:

+29% vs. 2019

+24% vs. 2020

-5% vs. 2021

+0% vs. 2022



United States New Planning Trends
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United States
ConstructConnect New Projects by Month Q1 2019–2023

Jan Feb Mar

When comparing prior years’ Q1 

new planning projects, 

Q1 2023 U.S. projects are trending:

+3% vs. 2019

+3% vs. 2020

+2% vs. 2021

-7% vs. 2022



United States Building Uses (+)

Amusement/Recreatio
n

Manufacturing

Financial

Hotel/Motel

Military

Warehouse/Distributi
on

United States
2023 YTD ConstructConnect Building Use Increases

2022 2023

When comparing 2022 and 

2023 YTD U.S. Building Use 

projects, there were 

prominent increases in 2023 

in these industries:

Warehouse/Distribution +7%

Military +6%

Hotel/Motel +22%

Financial +8%

Manufacturing +9%

Amusement/Recreation +16%



United States Building Uses (-)

Restaurant

Medical

Retail

Education

United States
2023 YTD ConstructConnect Building Use Declines

2022 2023

When comparing 2022 and 2023 

YTD U.S. Building Use projects, 

there were prominent declines in 

2023 in these industries:

Education -12%

Retail -9%

Medical -17%

Restaurant -10%



Canada Building Uses (+)

Service Station/Car Wash

Conference/Convention Center

Warehouse/Distribution

Museum

Canada
2023 YTD ConstructConnect Building Use Increases

2022 2023

When comparing 2022 and 2023 

YTD Canada Building Use 

projects, there were prominent 

increases in 2023 in these 

industries:

Museum +20%

Warehouse/Distribution +42%

Conference/Convention Center +80%

Service Station/Car Wash +31%



Canada Building Uses (-)

Fitness/Rec Center

Retail

Arenas/Stadiums

Elderly Care/Assisted Living

Canada
2023 YTD ConstructConnect Building Use Declines

2022 2023

When comparing 2022 and 2023 

YTD Canada Building Use 

projects, there were prominent 

declines in 2023 in these 

industries:

Elderly Care/Assisted Living -10%

Arenas/Stadiums -12%

Retail -9%

Fitness/Rec Center -17%



Document Size

➢ First quarter document upload size decreased in Q1 
2023 compared to Q1 2022.

News from Sources

➢ Major e–commerce retailer delay in construction due to 
“uncertain economy” on their second HQ in Arlington, 
VA.

➢ Search engine technology company cancels plans for 
Kirkland, WA campus, citing the need to ensure real 
estate investments meet current and future market 
needs.

➢ 33-story major-brand hotel in Orlando, FL, is on hold. 
The developer of that project told our team that the 
Silicon Valley Bank collapse in California has impacted 
their funding. Various banks are not loaning $100 
million+ loans.

Industry Trends – Content News
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U.S. Initial Jobless Claims 



U.S. Inflation History



U.S. Average Hourly Earning Y/Y



Megaproject Starts



Implications of an Abundance of Megaprojects

IMPLICATIONS OF AN ABUNDANCE OF MEGAPROJECTS

1. A source of solid economic activity locally for years, with follow-up benefits once the project has been 

commissioned and is in operation

2. Ties up winning general and subcontractors and takes them out of future bidding processes

3. Offers better wages and jobs stability for workers who are signed on to do the work

4. May encourage owners to establish their own in-house workforces

5. Regular/annual maintenance work on such projects is often extensive, involving way more skilled manpower 

than is often supposed (which siphons off workers from new construction).



U.S. Manufacturing/Industrial Construction Starts



Understanding Major Capital Spending

A SHORTHAND WAY OF UNDERSTANDING THE MAJOR CAPITAL SPENDING

Consider how fossil fuels are used in production processes and what the opportunities are for their 

replacement by nonpolluting substitutes. Doing so will no doubt be expensive. 

• Cement & ready-mix: replace coal/other fossil fuels as the heat source in the mixing process with renewable and 

replace diesel fuel for locomotion and turning the drum in ready-mix trucks  

• Aluminum: reduction of bauxite through electrolysis, with power coming from renewable sources

• Glassmaking: 24/7 heat to originate with hydrogen as opposed to fossil fuels (pilot project Germany)

• Lumber: Sawmills to draw on their own remote-site hydroelectric or biomass (sawdust) sources

• Hydrogen: derive green hydrogen by separating H2 atoms from O atom (oxygen) in water through electrolysis 

(where the power source is wind, solar, geothermal, hydroelectric, or nuclear)

• Steelmaking: replace coking coal in BOF production with hydrogen (pilot project in Sweden) OR EAFs where the 

electricity to melt scrap steel and iron comes from a renewable source

https://www.constructconnect.com/construction-economic-news/the-carbon-emissions-reduction-challenge-for-building-product-manufacturers

https://www.constructconnect.com/construction-economic-news/the-carbon-emissions-reduction-challenge-for-building-product-manufacturers


U.S. Residential Building Permits & Housing Starts



U.S. Construction Starts Forecast



Forecast of U.S. Private Office & College and University Starts



Large Stadium Projects in the Works



Large Transit Projects in the Works
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Applied Economics

How One Can Use Economics To Drive Business 
Decisions:

Put-in-Place Construction Outlook

Operational Consideration 

Financial Markets and the Construction Firm



Construction Market Overview



Construction Spending



New Construction vs. Renovation Put-in-Place



Regional Nonresidential New Construction Spending 



Regional Nonresidential Construction Renovation Spending



Project Stress Index



Project Stress Index



66

Operational Takeaways

1. Monitor market data that is inflation adjusted and geographically 
relevant to your company’s footprint.

2. Expectations for new construction & additions look different from 
renovation work.

3. Project stress is elevated from prior-year levels; take necessary 
precautions.



Operational Considerations



Bid Prices Accelerating Faster Than Material Prices 



Labor Supply & Demand



Financial Risk to Firms With High Inventories



Operational Takeaways

1. Labor will remain the greater risk to your operational cost structure.

2. Material costs in many categories have plateaued and are now 
declining.

3. Your pre- and post-COVID-19 supply chains need to be reconciled in 
2023.

4. Expect very cheap international shipping to bring down imported 
material costs.



Finance & The Construction Firm



Banks Are Tightening Loan Standards



Performance of Real Estate & Development Loans



Finance Takeaways

1. The current banking crisis puts small banks at substantially greater 
risk of hardship, which trickles down to their customers.

2. Regional banks may increasingly be able to support only their best 
borrowers, aka risks.

• Watch your receivables

• Have a healthy backlog of work

3. In a worst-case scenario, be prepared to optimize for resilience and 
endurance.



Questions & Answers



Upcoming Events

Advancing Preconstruction

May 25–26 | Phoenix, AZ

Booth #137

AIA’23

June 8–9 | San Francisco, CA

Booth #951

SMACNA

October 15–18 | Phoenix, AZ

Booth #406

PHCC

October 25–27 | Cleveland, OH

The Buildings Show

Nov. 29–Dec. 1 | Toronto, ON
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