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What’s Changing in Construction Costs?
CurrenT Trends

Welcome to the Winter 2018 issue of Cost Trends from Hixson!

It’s been a good run for many contractors lately, and prospects for contractors for the near 
future look to be favorable. Construction volume remains high, contractor backlogs of work 
under contract have reached record levels, and leading indicators of future construction point 
to a steady volume increase for the foreseeable future in 2018.

Boom cycles in the construction industry come with many challenges though. Owners 
and contractors will need to plan ahead to secure resources and preserve competition, as 
contractors may struggle to hold down inflationary costs to meet project budget expectations. 
This will be especially true in busy regions, such as the East and West Coasts and the South, 
where demand is high. Currently, a major constraint on the construction industry’s rapid 
expansion is the ability to find skilled labor and subcontractor resources to meet schedule 
requirements. However, if they pass along cost increases, thereby increasing project costs, 
construction growth could slow.

Many unknowns facing the construction industry could also impact costs. This includes the 
impacts of corporate tax reduction legislation, which may contribute to growth, inflation, lower 
prices, or corporate savings, as well as the effects of the anticipated infrastructure spending 
package.  Plus, to what extent might oil and gas construction activities rebound with the 
recent rise in oil prices?  In addition, there may be an impact from multi-national corporations 
returning dollars to the U.S., if they reinvest in U.S. construction. In recent years, there have 
been high levels of foreign investment in the U.S., in search of yield and safety, including into 
commercial real estate and construction. The strengthening of the U.S. dollar could attract 
further construction investment, but make it more difficult for U.S. products to compete in the 
global market. Time will tell if the pace of rising interest rates can contain rapid inflation and 
wage increases, without precipitating the next recessionary cycle. The announced pace and 
impact of central banks unwinding the massive stimulus efforts enacted in the wake of the 
Great Recession is momentous. We’ll need to monitor areas where supply may not be able 
to keep up with demand, potentially delaying schedules and increasing costs. Other global 
issues include geopolitical risks and record high global debt in a nominal-growth environment, 
which has the potential to exacerbate global slow growth and unrest.

Finally, as shown in the following sections, material price increases have been moderate with 
supply meeting demand for the most part, with a few exceptions, e.g., copper’s 40% rise from 
late 2016 through 2017. Wage increases have been moderate considering the relatively high
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1. U.S. Construction Costs continue to rise at an increasing rate. 
 
 For November, the annual Construction Cost Index (CCI) as reported in Engineering News Record (ENR) is +4.1%, 

Building Cost Index (BCI) is +3.7% and Material Cost Index is +0.7%. In November, the All Items Consumer Price 
Index rose +2.2% over the last 12 months. As reported in the 2017 ENR 4Q Cost Report, Selling Prices Indexes: 
Building Annual Changes, Sierra West is up +11.8%, Turner General Building is up +4.9%, Leland Saylor Subcontract 
is up +3.5% and Rider Levett Bucknall is up +4.2%.

WInTer 2018
employment and low unemployment. Adding to contractors’ labor costs and resource concerns is the retirement of their 
experienced workforce and the need to increase spending to train new workers, which comes with lost productivity due to 
inexperience and the learning curve of new skill development. The rate of equipment price increases has also accelerated.

In the News - Highlights
 - Tax reform legislation is enacted.
 - Copper-mine production dropped in 2017, constraining supply, while demand was driven by a strong construction  

 market. Output from mines is expected to pick up in 2018, which should stabilize copper prices.
 - Construction’s contribution to the nation’s real Gross Domestic Product (GDP) rose to the highest in seven years,   

 according to a report released November 21, 2017 by the Associated Builders and Contractors (ABC).
 - Construction backlog surges to set new record in the third quarter, ABC says.
 - Architectural firm billings see fastest growth pace of the year, per November Architectural Billings Index (ABI).
 - The latest construction industry unemployment rate was 5%, the lowest November rate on record per analysis from ABC.
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2. Leading Indicators of Construction Industry are pointing to continuing high design and construction 
activity. 

 
 The ABI increased to 55.0 making November the highest index value during 2017. Per the American Institute of 

Architects (AIA), “balanced growth across the building spectrum points to a healthy construction sector for 2018.” The 
Dodge Momentum Index rose +13.9% to 149.5, which included a +19.6% increase in Commercial Building, indicating 
expanding building activity.

Dodge Momentum Index
(Year 2000=100)

Nov-17 Oct-17
Dodge Momentum Index 149.5 131.3 13.9%
Commercial Building 169.7 141.9 19.6%
Institutional Building 124.6 118.1 5.5%
Source: Dodge Data & Analytics

3. Construction Spending continues to rise.

 According to the U.S. Census Bureau, construction spending in November rose to 1,242 billion, which is up +1.29% from 
a year ago.
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4. Construction Backlog Indicator (CBI) sets a new record high.

 The third quarter 2017 average CBI was 9.45 months. This is up +9.8% from the second quarter of 2017 and an 
increase of +9.2% from a year ago. This is the longest construction backlog reading in the eight-year history of the 
CBI series. The greatest increases were in the South Region (+25.6%) and company sizes over $50 million (roughly 
+25%), since second quarter of 2017. While part of the increase may be attributed to storms in Texas and Florida, 
other factors include high volume of construction in Dallas, Atlanta, Miami, and the Boston-to-Washington corridor.

5. Construction Employment is continuing to build on high levels of employment.

 Construction Employment gained +24,000 jobs in November, mostly in specialty trade contractors (+22,600), 
according to the U.S. Bureau of Labor Statistics (BLS). Total construction employment was 6,955,000 in 
November, and continues to climb. The latest construction industry unemployment rate, at 5.0%, is the lowest 
November rate on record.
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6. Equipment Prices annual percentage prices change is increasing.

 Per IHS Global Insight’s graph as published in the July 10, 2017 issue 
of ENR, the annual percentage price change has been rising and is 
expected to continue through at least the end of 2017. The 2017 ENR 4Q 
Cost Report showed November equipment prices increased +3.2% from 
a year ago, which is a significant increase from recent years.

7. Asphalt Pavement prices have risen slightly this year.

 According to the U.S. Bureau of Labor Statistics, November Asphalt is 
up +0.3% from a year ago. Per ENR 20-City Average Asphalt prices are 
up +2.1% from a year ago. Demand for asphalt from the passage of the 
FAST Act Transportation Bill has not been as robust as some anticipated.

8. Concrete pricing is steadily increasing.

 Annual escalation for ready-mix concrete is +2.4% higher for 3,000 psi concrete and +14.4% higher for 4,000 psi 
concrete, per ENR November 20-City Average. Portland cement is up +4.6% from last year. Reinforcing steel bar 
material prices are up +11.6% above last year.

9. Structural Steel price increases have slowed and may even be decreasing.

 ENR 20-City Average for Wide Flange Steel decreased -0.2% in November, but remain +3.8% above a year 
ago. Downward pressures remain, but may be easing, which could result in steel prices climbing and increased 
demand could add to the price increases.
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10. Stainless Steel sheet prices decreased this month to near prices of a year ago.

 Per ENR 20-City Average for November, stainless steel sheet prices dropped this month to near prices from a year 
ago (20 gauge is down -4.2% monthly and 0% annually, 16 gauge is down -4.9% monthly and up +4.1% annually, 
14 gauge is down -4.9% monthly and up +4.2% annually). Nickel, a key raw material component of stainless steel, 
is currently up over +20% from its low in 2017, but still only 60% of its 2014 peak.

11. Copper prices have been rising since 2016.

 Copper material has been on the rise from the latter 2016 and throughout most of 2017, with an overall trend rising 
about +40%.
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12. Pipe prices have increased this year, with plastics water and copper pipe showing the greatest increases.

 Per ENR December 20-City Average annual changes; corrugated steel pipe is up +1.4% for 12”, +1.2% for 36” and 
+0.9% for 60”; ductile iron pipe is up +0.8% for 6”, +0.4% for 8” and +0.1% for 12”; reinforced concrete pipe is up 
+1.2% for 12”, +0.8% for 24” & 48”, and +1.3% for 36”; PVC sewer pipe is down -2.0% for 4” and -1.4% for 8”; PVC 
water pipe is up +3.0% for 6”, +2.7% for 8”, and +0.8% for 12”; and copper water tubing is up +2.3% for ½” and 
+11.1% for 1 ½”.
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Advocacy:  Hixson is a “No-Bias” Company

At Hixson, we seek to serve as extended team members of our clients’ organizations, not as representatives of 
companies with outside concerns.  Therefore, we do not accept income or incentives – or sell/represent products – 
from equipment suppliers, contractors or any company that could improperly influence our opinion.  Because of this, 

Hixson ensures that the information we present is unbiased and has been developed in the best interests of our clients.

659 Van Meter Street . Cincinnati, OH  45202
P:  513.241.1230  F: 513.241.1287

www.hixson-inc.com

About This Newsletter

Cost Trends is a publication created by the Hixson Cost Estimating department. Having a professional in-house estimating 
department is distinctive in design/engineering firms, and enables Hixson to fulfill our commitments to design/engineer 
a project to an agreed-upon cost, by knowing our clients, their projects, and the areas where those projects are built.

Because Hixson consistently works on projects throughout North America, we therefore have up-to-date information on 
prices and conditions that affect our work. Sources used to compile this edition of Cost Trends include:

• American Institute of Architects
• Associated Builders & Contractors, Inc.
• Associated General Contractors of America
• Compass International Reports
• Commodity Online
• Construction Data Company
• Dodge Data & Analytics
• Engineering News Record
• Gilbane Construction Economics

More information about data sources used in Cost Trends can be found here.

Continuing Education

Hixson associates regularly participate in continuing professional education events across the country.
Recent events attended by Hixson’s Cost Estimating Group include:

• Construction Executive’s 2018 Economic Forecast Webinar, Presented by Anirban Basu, Associated Builders and 
Contractors (ABC) Chief Economist

• 2018 Sales Tax Changes Webinar part 1 & 2 by Avalara
• Midyear Forecasts: How Forecasters see Construction Markets Playing Out in 2017 with speakers: Robert 

Murray, Chief Economist & VP for Dodge Data & Analytics, Scott Hazelton, Managing Director, Construction & 
Manufacturing for IHS Economics & Country Research, David Wilson, Chief Innovation Officer & Principal VP for 
Bechtel, with Moderator Janice L. Tuchman, Editor-in-Chief for Engineering News Record

• ASPE Chapter Monthly Meetings 
• AACE Section Monthly Meetings

• IHS Global Insight
• Kitco
• Miles-McClellan Construction Company
• Portland Cement Association
• Rider Levett Bucknall Consultants
• R.S. Means, Quarterly Cost Round-up
• Turner Building Cost Index
• U.S. Bureau of Labor Statistics
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