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Current economic influences on construction

• GDP, personal income: gradual acceleration

• Continuing problems for office, retail, warehouse

• Loans for developers remain tight-to-unavailable

• State/local spending: infrastructure not a priority

• Federal spending helped but may decline soon

• Price spikes for diesel, copper, possibly steel

Source: Author 2
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Federal funding sources and outlook

• Stimulus - 61 programs, totaling $135 billion; at peak now

• Base realignment – at peak now, due to end 9/30/11

• Gulf Coast hurricane work – at peak, due to end 6/1/11

• Highway, airways trust funds – on short-term extension

• Water, wastewaster state revolving funds – flat or down

4Source: Author



Construction-related stimulus funding (~$135 bil.)
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Nonres totals (billion $, SAAR), share & 12-month change

11/10 Total Share 11/09-11/10

Nonresidential $563 billion 100% - 7%

Highway and street 87 15 + 7

Educational 87 15 - 7

Power 86 15 + 1

Health care 41 7 - 2

Commercial 39 7 - 15

Transportation 39 7 0

Office 37 6 - 19

Manufacturing 34 6 - 35

Sewage and waste disposal 27 5 + 8

Amusement and recreation 19 3 + 11

Communication 18 3 - 10

Other (water, public safety; lodging; conservation; religious): 9% of total

6Source: Census Bureau construction spending report
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Economic impact of nonresidential construction

• Jobs: 28,500 per $1 billion

• 1/3 direct, onsite construction

• 1/6 indirect (quarries, mfg., services)

• 1/2 “induced” by spending from higher earnings of 

construction, indirect workers and owners

• GDP: $3.4 billion

• Personal earnings: $1.1 billion

Source: Prof. Stephen Fuller, George Mason University 11
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State Construction Employment Change (U.S.: -2%) 
11/09 to 11/10 (seasonally adjusted)
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Outlook for materials

• Industry depends on specific materials that:

• are in demand worldwide

• have erratic supply growth

• are heavy, bulky or hard to transport

• Construction requires physical delivery

• Thus, industry is subject to price spurts, 

transport bottlenecks, fuel price swings

• Expect periods of 6 to 8% PPI increases

17Source: Author



Predictors of construction demand
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Housing outlook

• SF: starts, permits should rise gradually in ’11

• MF: Upturn has begun, should accelerate in ’11

- Rental demand should rise as more people get jobs 

or move to military base realignment sites

- Condo market continues to have large overhang

- Banks remain unwilling to lend to developers

20Source: Author



Population change by state, 2000-10 (U.S. total: 9.7%) 

21Source: U.S. Census Bureau
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Summary for 2011

• Nonres spending: 0 to +5% (less stimulus; weak 

state-local; more retail, hotel, higher ed, hospitals)

• Res: +5 to +10% (SF up a bit, MF accelerating)

• Total construction spending: +3 to +7%

• Materials costs: +3% to +8%

• Labor costs: +2.5% or less

22Source: Author



AGC economic resources 

(email simonsonk@agc.org)

• The Data DIGest: weekly 1-page email 

(sign up: www.agc.org/datadigest)

• PPI tables: emailed monthly

• State and metro data, fact sheets

• Stimulus info: www.agc.org/stimulus

• Webinars (next: 3/2 with AIA, Reed)

• Feedback on stimulus, credit, costs

23


