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A healthy US economy has enhanced 
state and federal funding for public 
projects, and there is still optimism 
in regard to a new infrastructure 
deal in 2019. Urbanism is driving the 
transportation sector, attracting both public 
and private investment in major city hubs 
like Chicago and Los Angeles. 

However, emerging headwinds such as 
rising interest rates, inflationary pressure 
from increasing material costs, and 
skilled labor shortages are all pressing 
factors causing uncertainty in today’s 
market. The Federal Reserve continues 
to move its monetary policy, with further 
interest rate rises expected in 2019. The 
implementation of tariffs and uncertainty 
about a new trade deal with China are 
causing higher material costs. Historically 
low unemployment and high construction 
activity have caused a workforce 
shortage of roughly 500,000 positions 
in the construction industry. According 
to the Associated General Contractors 
of America, 78% of contractors reported 
having difficulty filling positions in 2018, 
leading to increased compensation costs 
and tightened margins. Even though the 
US economy is prospering, these looming 
headwinds present significant risk to 
construction activity beyond 2019. 

The US growth economy continued in full force entering 2019. During the second half of 2018, the economy 
grew 4.1%, the fastest pace since 2014. The job market has been growing rapidly while unemployment 
reached the lowest level since 1969. Government spending touched the highest level since 2009, and 
construction activity across the country remained high. According to Dodge Data & Analytics, construction 
starts’ growth continued in 2018 at 3% despite newly emerging headwinds. 

What to Expect in 2019
Despite emerging headwinds, there is 
plenty of backlog to keep contractors busy 
through 2019. Dodge Data & Analytics 
currently projects the value of construction 
starts in 2019 at $808.3 billion, inching 
just higher than last year’s total of $806.8 
billion. We expect similar levels of activity 
as last year, led by increased investment in 
infrastructure, transportation and high-tech 
construction. 

Infrastructure investment increased in 
2018, largely credited to improved state 
government finances. We saw spending 
on transit and highway systems increase 
by 6% in 2018, with expectations that 
spending will continue into 2019. A new 
infrastructure deal remains a priority for 
this administration, and the anticipation is 
that a deal could be finalized after the mid-
term elections. We expect infrastructure to 
remain a busy sector in 2019. 

The evolution of high-tech data center 
facilities continues to be a trending topic 
in the construction industry. Major tech 
companies Amazon, Google, Apple, 
Microsoft and Facebook, among others, 
are racing to build large-scale, energy- 
efficient facilities able to support the 

growing cloud network. North America 
currently holds the highest adoption of 
data centers, and the rising number of 
companies involved is likely to keep 
activity busy in the market. In 2018, both 
Facebook and Apple announced plans to 
invest billions of dollars in data centers 
over the next several years. Growing data 
center markets include Northern Virginia, 
Iowa, Nevada, Arizona and Illinois. We 
expect data center construction to be one 
of the fastest growing sectors in 2019 and 
beyond.
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Emerging headwinds such 
as rising interest rates, 

inflationary pressure from 
increasing material costs, and 

skilled labor shortages are 
all pressing factors causing 

uncertainty in today’s market. 
Increased costs could slow 

growth even further in 2019.
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Material inflationary pressure and skilled labor 
shortages both present short-term risks to project costs. 
We recommend allocating appropriate contingencies to 

mitigate risk throughout planning stages. 

City State 2016 2017 2018 2019 (P)

Boston MA 2.5 1.8 3.1 3.0

Chicago IL 1.0 3.0 3.7 3.3

Dallas TX 0.2 4.9 3.3 3.8

Denver CO 3.2 4.4 3.7 3.5

Los Angeles CA 1.7 4.1 4.4 3.5

Minneapolis MN 3.7 5.8 2.1 3.0

New York NY 2.3 0.5 2.9 2.8

Portland OR 2.4 3.1 3.3 3.8

San Francisco CA 4.0 1.7 5.2 4.0

Seattle WA 6.1 2.9 5.3 4.0

Washington DC DC 3.5 2.2 1.8 3.5

Major Markets Average 2.8 3.1 3.5 3.5

US tender price inflation by region (%) 

78% of contractors
reported having a difficult time filling 

positions in 2018 (Associated General 
Contractors of America)

Recently implemented tariffs 
have caused cost of some steel-related 

products to increase by 50%  

Inflationary Pressure Returns
We saw the introduction of inflationary pressure back 
into the market in 2018, mostly generated through higher 
than average material escalation. Construction input 
costs are increasing at a rate not seen since before the 
2008 recession. The construction inputs index tracked 
by the Bureau of Labor Statistics increased close to 
7.5% in 2018, a good representation of topline inflation 
that excludes labor. Record high consumer confidence 
and a booming economy have complemented the new 
tariffs in increased inflation. However, we expect a 
slowing global economy and contracting monetary policy 
to alleviate cost pressure on raw material prices, likely 
slowing towards the end of 2019. 

Material
The leading topic in the construction industry this 
last year was the implementation of tariffs on steel 
and aluminum products from select countries. The 
announcement caused a quick rise in raw steel prices, 
increasing by more than 40% before normalizing in 
late July. Volatile pricing requires efficient planning. 
We recommend carrying contingencies for tariff-related 
products while domestic producers are tasked with 
maintaining demand. 

Due to the recent volatility of raw steel, many suppliers 
will only guarantee pricing if an order is being placed 
within a week. This places increased risk on sub-
contractors and contractors if they win work using a 
supplier quote that is no longer valid when the work 
begins. Contractors in this position may begin to price 
this risk into their quotes unless project owners allow for 
adjustments based on current supplier quotes. This risk 
should decrease over the next six months as additional 
domestic steel mills are re-opened or increase their 
capacity, and supply can meet demand. 

Labor
Much of the US is facing major labor shortages because 
of the extraordinary growth and demand experienced 
in recent years. Sourcing suitable candidates within 
owner and project budget constraints continues to be 
challenging in today’s market. Currie & Brown has seen 
recent increases in salaries for construction and project 
management workers, and upward pressure on wage 
growth is expected to have inflationary repercussions. 

Supply-demand issues for specialist skillsets in boom 
sectors such as semiconductor facilities and data 
centers are creating micro-economic bubbles that are 
impacting project affordability and adequately resourced 
teams. These conditions will eventually reach a tipping 
point. Reports from local subcontractors mention that 
extended hours and incentives are popular in today’s 
market in order to make a project site attractive.
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We expect a multi-family and 
office construction slowdown is 
on the horizon, despite several 

projects ongoing. 

Seattle
Perhaps no market has seen 
more activity in recent years 
than Seattle. Since the start of 
2010, Seattle has experienced 
a population growth of 18.7%, 
the fastest growing across the 
US, topping emerging cities like 
Austin, Texas, Denver, Colorado 
and Charlotte, North Carolina. 
This growth has contributed to 
strong mixed-use development, 
multi-family residential and 
new office sectors. Top Fortune 
100 companies Amazon, 
Facebook and Google have all 
bolstered commercial activity in 
the surrounding Seattle area. 
According to The Seattle Times, 
Amazon now has 8.1 million 
square feet of Class A office space 
in Seattle, as much as the next 40 
largest employers combined. They 
are expected to continue growing, 
adding another 4 million square 
feet within the next five years. 

Office
Major tech companies continue to drive 
the office market in Seattle, where a 6% 
vacancy rate is at a ten-year low and well 
below the national average of 16.6%. As 
a result, there is very little office space 
available for lease, and rents are sky 
rocketing. In 2017, Seattle led the nation in 
office construction completed, accounting 
for 20% of all office projects finished in the 
US. Last year did not differ; vacancy rates 
continue to fall and more than six million 
square feet of office space is underway. 
If Amazon and other tech giants continue 
growing at rapid pace, there will be a need 
for more office space, despite diminishing 
available land in the greater downtown 
area. 

Multi-family Residential
Thanks to these rapidly growing tech giants 
and office space, residential living in the 
downtown area has followed the trend set 
by commercial office space. According to 
Apartment List, spending on new multi-
family construction has been the highest 
nationally in Seattle and Denver since 
2014. Seattle has added more than 16,000 
apartments since 2015. Apartment rents 
have grown 63% since 2010 to extreme 
levels and have recently shown signs of 
weakness. The vacancy rate currently sits at 
10.5%, compared to 7.7% just two years ago. 

1200 Stewart Street
Two new 48-story residential towers in 
Seattle’s Denny Triangle Urban Center 
Village

Includes 1,050 apartments and 152,172 ft2 
of retail

Estimated completion: December 2021

Rainer Square Tower
This iconic design features a unique 
swoop complementary to its surrounding 
skyline

Amazon has already leased all of the 
tower’s office space

Estimated completion: January 2020 

Project Highlight

City State 2018 esc Factor

Seattle WA 6.31% 115.86

Spokane WA 1.05% 105.79

Tacoma WA 4.89% 117.18
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City State 2018 esc Factor

Portland OR 4.32% 99.11

Billings MT 9.67% 102.73

Boise ID 7.60% 97.88

Cheyenne WY 10.14% 102.56

Portland
Similar to Seattle, Portland has 
benefited from population and 
job growth that has far exceeded 
the national average in the last 
several years. Portland’s job 
market increased by 2.9% in 2018, 
well above the national average 
of 1.6%. Population growth has 
increased at an average rate of 
just below 2.0% since 2010. All of 
this has contributed to Portland 
reaching an all-time high in 
construction activity in 2018. 

Lodging
Portland’s growing downtown as a tourist 
spot has contributed to a robust hotel 
industry. The city’s room inventory has 
grown by 40% since the beginning of 
2017, adding more than 3,000 new rooms. 
However, the market is beginning to show 
signs of saturation. In the first half of 
2018, occupancy rates across Portland 
fell to 69.4%, a decline of 2.9% from 2017. 
Although there is skepticism around the 
ability to maintain occupancy as room 
count continues to increase, Portland has 
established itself as an attractive market 
for stakeholders. 

BMP Real Estate Group hotel 
tower
The city of Portland recently approved 
the design of what would be the fifth 
tallest skyscraper downtown. Expected to 
include hotel, condominiums and mixed-
use space, it will become the first five-star 
hotel in Portland.

Estimated completion: 2022

Intel corporation shock the 
market
A vital piece of Portland’s development 
has been the growth of Intel corporation, 
which will continue to keep the 
construction market busy going into 
2019. The leading computer chip maker 
recently announced its plan to spend 
billions on an expansion in their Hillsboro 
research and production facility. According 
to OregonLive news, contractors in the 
Portland market have confirmed that intel 
is lining up labour for the massive project, 
and few have said intel is committed to 
the project going forward. In an already 
crowded construction format, Intel’s 
expansion would likely have vast impacts 
on the greater market.

As inflationary pressure continues to 
tighten the market. Currie & Brown 
expects labour to come at a premium 
when Intel begins construction.

Expected start date: TBD

Hyatt Regency at Portland 
Convention Center
A 600-room hotel is being built adjacent to 
the Portland Convention Center to attract 
more national conventions and lifestyle 
events.

The $224 million project was largely 
funded by lodging taxes and state lottery 
funds.

Estimated completion: Late 2019

Project Highlight

Currie & Brown expects 
a slowdown in the hotel 
construction market.
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Currie & Brown

Construction
Business Intelligence

Currie & Brown’s location intelligence team tracks cost indices for 
more than a hundred cities throughout the United States, Asia Pacific, 

the Middle East and Europe. 
To calculate indicative cost factors or indices for use in comparing construction costs 

from one location to another, Currie & Brown employs local cost experts along with 
our central location intelligence team. Our location intelligence team collects, analyzes 

and compares project cost data across the world. It also collects local labor rates, 
labor productivity, local material procurement costs, equipment costs, escalation rates 

and typical construction mark-up percentages. 

Currie & Brown then uses this data to build crew rates with a defined basket of goods. 
These factors are supported with labor productivity and current market conditions. 

Alex Johnson – Data Analyst 

To learn more about Currie & Brown’s location intelligence, 
email cbi@curriebrown.com

www.curriebrown.com


