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What’s Changing in Construction Costs?
CurrenT Trends

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

The construction industry has been busy with strong demand for construction services. Yet, 
it faces many difficult challenges ahead if it is to continue this trend, including the impact of 
new tariffs such as the disruption to material supply chains, increased material prices and 
price volatility, and questions surrounding material availability and increasing lead times. As 
the prospect of international trade wars with the U.S. looms, much uncertainty exists about 
what will happen in the longer run and what the net impact of the tariff related changes will 
be; however, beneficial agreements may yet be negotiated or the cycle of threats of additional 
retaliations may become worsening reality. Associated Builders and Contractors (ABC) 
analysis of U.S. Bureau of Labor Statistics (BLS) data shows the fastest pace of material 
costs increases since 2008.

Construction volume remains high. Contractor backlogs of work under contract are filled 
to near capacity, and leading indicators of future construction are currently pointing to a 
continuing increase in construction volume. Labor costs are rising with high employment 
and low unemployment. Contractors are struggling to find enough skilled workers to keep 
schedules on track. To lure skilled workers away from competing contractors, they are offering 
higher wages, and they are also recruiting more workers to the construction industry that have 
less experience, which requires more training. This results in increasing labor costs for skilled 
labor, higher spending in recruitment and training, and from less proven workers, they are 
fighting lower productivity and quality issues.

We are also seeing a higher frequency of bidders saying they cannot bid because they have 
all of the work they can perform as well as larger differences between low and high bids, likely 
in part because bidders are raising their prices when they are near full capacity or need to pay 
more to hire more workers.

The combination of increasing rate of labor costs rising simultaneously with rapidly rising 
material and rising equipment costs is resulting in an increasing rate of construction inflation, 
rising from recent annual historical 1%-3% range to projected average 5%-8% range, with 
potential for additional major price spikes in some areas, due to new tariffs and supply 
limitations. Project schedule durations may increase, due to limited labor availability, longer 
lead times, and restricted material availability, and schedule delays may be more frequent. If 
funding allocations do not allow for acceleration of the rate of inflation, contractor bids may 
exceed projected project costs, and could result in construction growth slowing or possibly 
declining in the future.
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1. U.S. Construction Costs continue to rise at a moderately high rate. 
 
 For June, the annual Construction Cost Index (CCI) as reported in Engineering News Record (ENR) is +3.4%, Building 

Cost Index (BCI) is +3.2% and Material Cost Index is +0.7%. In June, the All Items Consumer Price Index rose +2.8% 
over the last 12 months. Of the ENR 20 CCI by city, the cities above 5% were Baltimore at +13.5%, Cincinnati at +7%, 
Detroit at +8.5%, Minneapolis at +7.2%, and Seattle at +7.1%.

2. Leading Indicators of Construction Industry are pointing to slightly increasing design and construction 
activity. 

 
 The Architecture Buildings Index (ABI) was 52.0 for April, still showing an increase in billings for the month. The Dodge 

Momentum Index rose 1.8% to 167.8, which included a 4.7% increase in Commercial Building, indicating expanding 
building activity.

Dodge Momentum Index
(Year 2000=100)

May-18 Apr-18 % Change
Dodge Momentum Index 167.8 164.9 1.8%
Commercial Building 184.7 176.4 4.7%
Institutional Building 146.9 150.6 -2.4%
Source: Dodge Data & Analytics
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In the News - Highlights

Borrowing costs continue to rise, as the Federal Reserve raised interest rates another 0.25% on June 13 and raised its 
forecast for more rate hikes this year expecting inflation to overshoot its target faster than it previously thought.

U.S. imposes new tariffs:

• January 23: SOLAR PANELS tariff on Modules & Cells at 30% Year 1, 25% Year 2, 20% Year 3, and 15% Year 4. (First 2.5 
gigawatts exempted).

• January 23:  WASHING MACHINES tariff on first 1.2 million units at 20% Year 1, 18% Year 2, and 16% Year 3 and 
additional units at 50% Year 1, 45% Year 2, and 40% Year 3.

• March 23:  25% STEEL & 10% ALUMINUM tariffs on all countries except Canada, Mexico, European Union, Australia, 
South Korea, Brazil, and Argentina.

• March 28:  SOUTH KOREA became first country to be granted permanent exemption, followed by Australia, Brazil, and 
Argentina on May 2.

• May 31:  STEEL AND ALUMINUM TARIFFS were imposed on Canada, Mexico, and European Union.
• June 15:  U.S. announces TARIFF on $34 billion Chinese products starting July 6 and is reviewing others.

Many countries have vowed to retaliate against the U.S. with new tariffs on their own.
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3. Construction Spending continues to rise.

 According to the U.S. Census Bureau, construction spending in April rose to 1,310 billion, which is an 8% annual increase. 
Non-residential construction spending was up a steady 6.1% from a year ago.

4. Construction Backlog Indicator (CBI) is down from all-time high in the fourth quarter of 2017.

 The first quarter 2018 average CBI was 8.8 months. This is down 9.0% from the fourth quarter of 2017 and a 
decrease of 2.0% from a year ago. The fourth quarter of 2017 was an all-time high, so even though this current 
result is a decrease, it is still high by historical standards, indicating strong demand for contractors. A noteworthy 
observation in the more detailed breakdown is that the commercial institutional segment declined 8.8% this quarter, 
but is 3.2% above a year ago. This sector is vulnerable to further declines, given its significant exposure to rising 
borrowing costs, higher material and labor costs, and saturation in a number of first-tier real estate markets.
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5. Construction Employment continues to build on high levels of employment.

 Construction Employment gained 25,000 jobs in May, according to the ABC analysis of data from the BLS. 
Total construction employment was 6,201,000 in May, and continues to climb. The May construction industry 
unemployment rate decreased to 4.4%, the lowest level since July 2000.

6. Asphalt Pavement prices have risen this year.

 According to the BLS, May Asphalt prices are up 1.9% from a year ago. Per ENR 20-City Average, Asphalt prices 
are up 4.4% from a year ago.
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7. Concrete pricing increased annually.

 Annual escalation for ready-mix concrete is +1.8% higher, per ENR April 20-City Average. Portland cement is 
down -1.1% from last year. Reinforcing steel material prices are up +2.5% above last year.

8. Structural Steel pricing is increasing with material prices increasing very rapidly.

 ENR 20-City Average for Wide Flange Steel increased 4.0% above a year ago. Since December, steel material 
suppliers have announced price increases exceeding 30%, which are expected to drive additional future steel 
price increases.

9. Stainless Steel sheet price increases are nearing prices of a year ago.

 Per ENR 20-City Average for May, stainless steel sheet prices increased 0.2% this month to near prices from 
a year ago. (20 gauge is down -0.7% annually.) Nickel, a key raw material component of stainless steel, is 
continuing to see price increases.
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10. Copper price increases appear to have leveled out in 2018.

 The rise in prices for copper material from the latter 2016 and throughout most of 2017 appears to have stabilized 
in the first half of 2018.

11. Pipe prices have seen mild fluctuations so far this year.

 Per ENR June 20-City Average annual changes, corrugated steel pipe is up +1.2% for 12”, +2.2% for 36” and +0.5% 
for 60”; ductile iron pipe is down -0.1% for 6”, -0.7% for 8” and -0.2% for 12”; reinforced concrete pipe is up +0.7% for 
12”, down -0.6% for 24”, up +0.2% for 36” and down -0.1 for  48”; PVC sewer pipe is up +2.1% for 4” and +0.5% for 
8”; PVC water pipe is up +2.1% for 6”, +0.7% for 8”, and down -0.6% for 12”; and copper water tubing is up +2.0% 
for ½” and down -0.2% for 1 ½”.
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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   -  Gilbane Construction Economics
-  Associated Builders & Contractors, Inc.  -  IHS Global Insight
-  Associated General Contractors of America  -  Kitco
-  Compass International Reports   -  Portland Cement Association
-  Commodity Online     -  Rider Levett Bucknall Consultants
-  Construction Data Company    -  R.S. Means, Quarterly Cost Round-up
-  Dodge Data & Analytics    -  Turner Building Cost Index
-  Engineering News Record    -  U.S. Bureau of Labor Statistics

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

http://www.hixson-inc.com/wp-content/uploads/2018/01/Cost-Trends-Newsletter_Reference-Information_2017-1228_Final.pdf
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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

Continuing Education

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

• Partners in Progress, AACE Midwest Regional Conference, Omaha, NE
• Preconstruction Estimating: Foundations & Structures Webinar, Presented by William R. Davidson, National 

Council of Structural Engineer’s Association 
• Developing the Next Estimator, ASPE Steel City Summit, Annual Conference, Pittsburgh, PA
• Site visits to construction sites of projects designed by Hixson
• ACI Monthly Presentations
• ASPE Chapter Monthly Presentations
• ASPE National Certification Committee
• AACE Section Monthly Presentations


