
Each region has its own set of challenges, 
but a moderate escalation of costs is a 
certainty for many. Across the world, similar 
measures are likely to be useful to manage 
these varying conditions, maximise industry 
growth and ensure projects are delivered as 
expected despite challenges. Realistic and 

comprehensive cost forecasts at an early, 
even pre-developmental stage, in combination 
with effective multi-sector project and supply 
chain management will be critical to delivering 
projects successfully despite increasing costs, 
labour shortages and ongoing uncertainty.  
A steadier ride is predicted for 2023.
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Following a period of intense inflation in 2022, the UK has 
seen some of the most abnormal construction price rises ever 
experienced - with tender prices increasing by up to 15%. In 
2023, the industry is likely to face ongoing challenges with cost 
and availability of both materials and labour as energy prices, 
inflation and the conflict in Ukraine continue to put ongoing 
pressure on prices. However, Currie & Brown’s Richard Hill, 
director in London, shares “there is currently a sense that 
construction cost escalation has peaked and we anticipate 
escalation of 4.3% to 5% in 2023.” 

The biggest risk to the industry is the uncertain state of the 
economy. The UK economy remains fragile, teetering on the 
brink of recession; the UK is the only G7 country with real GDP 
growth still below pre-COVID-19 levels (-0.8%). The Autumn 
Budget Statement presented by the government late last year 
foreshadows a period of economic contraction. Growth is 
likely to be focussed in the transport and social infrastructure 
sectors as government infrastructure investment is prioritised 
as a measure to reduce the risk of recession and promote a 
return to economic growth. In particular, HS2 and Hinkley Point 
power station are the current high-profile projects to monitor in 
this sector.

Mainland Europe followed a similar trend. Damien Bouveresse, 
Currie & Brown’s managing director in Europe, reports cost 
escalation of over 20% in the last two years with fluctuations 
caused by rising energy prices and material costs. Looking ahead 
to 2023, he anticipates the industry should prepare for much of 
the disruption and turmoil to continue. Nevertheless, he forecasts 
construction activity in 2023 will increase in Europe with a lower 
rate of 4% to 9% escalation in costs. While the risk of energy 
shortages looks to be a fainter possibility, the ongoing impact of 
the conflict in Ukraine continues to drive uncertainty with, sadly, no 
end in sight. Inflation remains high, although rates are beginning 
to slow as gas prices reduce. In many countries, state subsidies 
are decreasing which is likely to result in the full impact of cost 
increases being passed on to consumers.  Among the biggest 
challenges for the construction and infrastructure sectors will be 
labour market shortages, with ongoing price increases for raw 
materials and energy costs adding pressure. 

Construction 
activity in Europe 
to increase with 
cost escalation 
of up to 9% 
predicted.

Damien Bouveresse
Managing Director, Europe
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Has the UK peaked? 

A lower rate of escalation 
expected for Europe



Construction in the Middle East should continue to grow in 2023, led by the UAE and 
KSA. The construction outlook in the region is dominated by giga projects in KSA which 
aim to award $569bn-worth of contracts before the end of 2025, led by NEOM, the world’s 
largest single project. In the UAE, the ‘We The UAE 2031’ project (which aims to double 
the country’s GDP from AED1.49 trillion to AED 3 trillion), is driving growth, along with a 
renewed focus on boosting tourism in the country. Currie & Brown’s managing director in 
the UAE, Doug McGillivray predicts that 2023 construction output in the UAE and KSA will 
exceed that of 2022, as populations are set to grow, driving a need for new projects and 
increased infrastructure capacity. Doug forecasts construction costs in KSA to rise 7% and 
UAE 4% in 2023, compared with 2022 escalation of 3% and 2%,respectively.

Despite this, construction output growth in KSA is forecast to be 3.48%, up from 3.23% in 
2022 and 4.19% in UAE, up from 3.84% in 2022 (Meed Projects, 2023)*. This continued 
growth is fuelled by buoyant oil prices and corresponding budgetary surpluses which allow 
for increased spending on social infrastructure developments and improvements. Across 
the region, more than $4 trillion worth of projects are in the long-term pipeline, with KSA 
leading by a large margin. Investment spend is likely to be focused on construction (40%), 
transport (17%) and power (14%). 

The biggest challenge for the region is expected to come in the form of a shortage of 
contractors able to undertake the large volume of work, due to the scale and size of 
projects running concurrently. Projects located in remote areas such as NEOM and 
the Red Sea and Amaala developments may struggle with the supply chain to provide 
affordable and available labour, plant, and equipment. Early, comprehensive cost 
forecasting coupled with meticulous multi-sector procurement planning, including additional 
due diligence to ensure capacity of prospective contractors and supply chain partners, 
will be crucial to ensure contractors are able to scale to meet demand and deliver 
projects on schedule. 

Bucking the trend in the Middle East 
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expected to come in 
the form of a shortage 
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China’s construction industry faced many challenges last 
year, with slow growth mainly due to the country’s zero 
COVID-19 strategy and tightened financial policies. Alan 
Lam, Currie & Brown’s managing director in China, expects 
this to change in 2023 with industry growth of around 5% 
thanks to the recent update in COVID-19 policy along 
with China’s plan to pump liquidity into the economy to 
boost growth, and improved real estate financing. As new 
projects emerge, projects that were previously postponed 
will be brought back on track. Opportunity will continue to 
come from sustainable and green building projects. China’s 
Ministry of Housing and Urban Development’s 13th Five-
Year Plan aimed to ensure 50% of all new urban buildings 
are certified green, and we can expect the surge of green 
building renovation and new-build projects to continue. 
Studies have shown that green buildings attract higher rental 
value and building occupancy. This ensures office building 
developers are eager to achieve green building status, 
whilst enjoying the green subsidy scheme promoted by the 
government. 

There will be challenges for the industry in 2023, namely 
ongoing cost increases driven by construction materials and 
labour. Throughout 2022, the price of construction materials 
was volatile and rising demand is likely to put pressure on 
prices. Alan predicts the supply chain will normalise but high 
demand for copper, aluminium, and reinforcing steel will 
continue into 2023, resulting in prices for these materials 
increasing 10% over the year. The industry will also have to 
contend with labour market shortages as demand increases, 
compounded by an aging workforce. Relaxed local border 
restrictions will help mitigate some labour supply and costs, 
however, higher skilled labour will likely see cost increases 
of around 10% in 2023 as demand outstrips supply. Overall, 
Lam forecasts construction costs will increase 2-4% in 
2023, with strong data centre construction and slowing 
semi-conductor construction.  Planning well in advance and 
ordering materials early and in bulk from various suppliers 
with competitive tenders will allow the industry to take 
advantage of stable pricing and help to mitigate the impact of 
cost increases.

A move to normalising 
across China 
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Chinese construction 
industry forecast to 
grow 5%, with cost 
escalation of up to 4% 
predicted.

Alan Lam
Managing Director, China



India was particularly negatively impacted by the COVID-19 pandemic, which continued to 
have repercussions throughout 2022. Construction materials and labour costs increased due 
to a reduction in production levels, supply chain issues and logistics challenges, aggravated 
by the pandemic and geopolitical turmoil, particularly regarding the supply of oil.

To the surprise of many, India’s economy has started to recover and return to some 
semblance of normal, albeit not to pre-pandemic levels. According to Satyakumar Shetty, 
COO for Currie & Brown India, this recovery, along with the resolution of supply chain and 
labour availability issues and government interventions, led to prices beginning to stabilise 
towards the end of the year.

Looking ahead, the Indian construction industry is forecast to grow, with an average annual 
growth rate of 6% between 2023 and 2026 (having been valued at $609 Billion in 2021). 
The key sectors fuelling this growth in construction are likely to be commercial, industrial, 
infrastructure, energy & utility, institutional and residential. Despite this increasingly rosy 
picture, prevailing global geopolitical uncertainty and corresponding fuel price instability, 
along with a number of other factors will keep pressure on construction costs, pushing them 
upwards. Shetty warns that costs of fit-out projects and greenfield initiatives are anticipated 
to increase between 5.5% to 7.25% in 2023, with the figure being noticeably higher in metro 
cities like Mumbai, Bangalore and New Delhi. Those responsible for projects in these cities 
should take particular care to commission comprehensive cost forecasts as early as possible, 
ensuring projects are appropriately resourced with robust supply chains built from the outset, 
taking potential price escalation into account.  

According to the Thailand finance ministry, economic growth 
outlook for Thailand 2023 is 3.8% due to the rebound in tourism and 
domestic demand. Exports however are likely to slow down this year. 

In 2022, the Thailand construction industry saw huge changes with 
increased material prices, mainly due to the weakening of currency 
(baht depreciation), hike of oil price, shortage of labour (skilled and 
unskilled), adjustment of minimum wages and loan interest rates. The 
escalation of construction cost averaged between 10 - 12% from 2021.

The outlook for 2023 construction remains positive and the growth 
rate is expected to reach up to 4.5%. Robert Cooper, director 
in Thailand, reports that large scale projects such as Southern 
Motorway (THB 78 billion, $2.19 billion), Western Motorway 9 (THB 
56 billion, $1.5 billion), Hi-speed Train project (THB 300 billion, $84 
billion) and increased demand of data centre projects will drive 
construction in the country. The labour shortages have now calmed 
down following fewer restriction policies that are now in place in 
neighbouring countries such as Cambodia, Laos and Myanmar  
post-COVID-19.

Construction growth anticipated in India with 
moderate cost escalation, especially in metro areas.

A rebound of Tourism  
in Thailand
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2022 saw major construction price escalation in Japan, 
Taiwan and Korea, most notably in Japan, according 
to Robert Fuller, regional managing director. All three 
markets remained buoyant, mainly due to heavy 
investment by multinational companies. In Japan, 
associate director Din Wee Lee reports that overall 
construction prices rose a staggering 15% to 20% 
in 2022, due to a combination of labour shortages, 
high energy prices, supply chain disruptions, and 
the depreciation of the Japanese yen against the US 
dollar. Looking ahead, construction cost escalation will 
continue to depend heavily on the performance of the 
yen in addition to supply chain normalisation. Din Wee 
anticipates the strength of the yen will increase 5-10% 
against the dollar in 2023, stabilising building material 
prices and leading to 3-5% construction cost escalation. 
Labour shortages will remain one of the major risks for 
the industry. Many contractors are overloaded until at 
least 2025, meaning that single-source procurement will 
be the only route as competitive tender is not a realistic 
option. This is likely to be a particular issue for the 
leisure and hospitality sector and data centre sector.

In Taiwan and Korea, price inflation of 20-25% for MEP 
materials has been recorded in many high tech projects 
in the regions in 2022. Although cost escalation has 
been high over the last year, market prices are generally 
stabilising and investment potential has not slowed. In 
particular, the semiconductor sector in Taiwan remains 
very strong. While share prices are low, causing issues 
for manufacturers, the global appetite for the chips 
themselves has not decreased. Similarly to the situation 
in Japan, cost escalation is expected to slow to a 
more manageable rate of 3-5%, driven by an ongoing 
limited supply of labour and corresponding supply chain 
challenges. Albeit, less severe than in previous years, 
these increases will still require early and realistic cost 
forecasting and careful project management to ensure 
successful delivery of projects, particularly among the 
sectors mentioned here.

Dependent on strength 
of the yen in Japan 

Inflation challenge for 
Taiwan and Korea
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In Australia, a number of big build initiatives around infrastructure 
and other stimulus packages are continuing to put pressure on 
the delivery of projects, according to Mike Cox, Currie & Brown’s 
national director of cost management. Additional projects are likely 
to enter the market over the next two to five years in the form of 
planning and enabling works for the Olympic Games in Queensland 
in 2032 and the Victoria Regional Commonwealth Games in 2026. 
The Australian markets are adjusting slowly following a year of high 
cost escalation where certain sectors saw increases upwards of 
15% to 20%. This was driven by labour shortages, limited availability 
of materials and high container costs for overseas imports. 
Confidence is now returning to some sectors, such as the tertiary 
education and commercial development sectors, as demand picks 
up. Other markets including aged care and hospitality are still in 
decline compared with before the pandemic. Moving into 2023, the 
previous levels of cost escalation are likely to ease, and Cox expects 
average increased costs of between 8% to 10%, particularly among 
high demand trades required for infrastructure projects.

Economically, the picture is slightly mixed for Hong Kong following the COVID-19 
pandemic as indicated by a 4.5% decrease in GDP year-on-year to Q3 2022, combined 
with a 1.8% increase in consumer prices over the same period. Employment, however, 
looks healthy with an unemployment rate of 3.7% and underemployment of 1.6% as 
of November 2022. It’s no surprise, therefore that only moderate cost escalations were 
seen in 2022. As the mandatory COVID-19 quarantine requirements have now been 
relaxed, Hong Kong’s economy is expected to bounce back to pre-pandemic levels 
sooner rather than later. Targeted spending on infrastructure and public housing will 
speed up a return to growth and provide a significant boost to the construction industry.

Over the last year, tender prices saw only restrained year-on-year increase of 6.5% from 
(Q2 2022 to 2023) according to the Architectural Services Department’s Tender Price 
Index. The picture for 2023 is likely to be much the same, according to W.K. Tang, Currie 
& Brown director, Hong Kong, who anticipates tender prices will continue to increase by 
around 5%. The construction and infrastructure industries will benefit from the more than 
HK$100 billion annual budget for capital works set aside by the government. Similarly, 
there are plans to increase the public housing production by 50% through introducing 
new approaches such as light public housing, adopting the use of Modular Integrated 
Construction (MIC) and of the ‘design and build’ procurement approach to speed up 
housing production. Infrastructure will also see growth as several major roadworks 
and railway links are planned in the coming years, together with construction projects 
in strategic growth areas such as Northern Metropolis and the Artificial Island in the 
Central Waters. It will be important to continue to closely monitor costs and availability of 
both materials and labour to take full advantage of these opportunities, relying on early, 
comprehensive cost forecasting and judicious project management.

Costs stabilising 
in Australia 

Restrained price escalation to 
continue in Hong Kong

Australian cost 
escalations to remain 
considerable at 8-10% 
but reduced from 
2022 highs.

Mike Cox
Director, Australia



Singapore’s construction industry has certainly faced a challenging period in the past 
year, struggling to meet construction project demands and deadlines, coupled with the 
slowdown and cautious stance taken by investors and developers.  Labour shortages 
were a major issue, especially for an industry and country that is heavily reliant on foreign 
labour. The shortage of skilled labour in particular affected productivity. The industry was 
also hit by increasing material prices and energy costs as well as heavily disrupted supply 
chains and downstream logistical issues caused by the crisis in Ukraine. 

Despite these challenges, construction costs remained high but relatively stable in 
2022, reports Claire Teo, director at Currie & Brown Singapore. Moving into 2023, Teo 
expects Singapore’s construction demand to remain strong with a projection of total 
value of construction contracts to be awarded ranging from S$27 billion to S$32 billion. 
Approximately 60% of this demand is likely to come from the public sector and the 
remaining 40% from the private sector, backed by a strong pipeline in the industrial, 
institutional, infrastructure and residential sectors, as well as asset enhancement of old 
commercial premises. Even with stable demand for construction activity, Teo anticipates 
that overall construction prices may still be on the rise with a forecasted escalation of 
3-5%. This is due to the fact that labour costs will remain high, while raw material prices 
such as steel, aluminium and glass will likely increase with the re-opening of China’s 
borders. 

To counter rising costs, the Singapore built environment transformation plan is stepping up 
a gear, encouraging close collaboration amongst stakeholders and value chain partners. 
Streamlining construction processes, implementing digitalisation, reducing dependency 
on labour, and moving towards more productive construction such as prefabricating 
structures in offsite facilities before assembling them on site, will increase efficiency and 
save time and required labour resources. 

Strong construction demand 
outlook for 2023 in various 
market sectors in Singapore
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Director, Singapore



Amidst looming recession fears, the United States is likely to see construction activity 
plateau or slow growth in 2023. This will look different across sectors. Andrew Peters, 
director in New York, expects commercial real estate construction could decrease in NYC 
while higher education and infrastructure activity may increase if the economy slows. Data 
centre construction is expected to continue robust growth in 2023. Paul Fitch, director in San 
Francisco, shares that the US will remain the leader in data centre construction, followed by 
Canada and Mexico. He anticipates the sector focus will be on green technology solutions 
and modular and micro data centres in the coming year. In the Pacific Northwest, director 
Mark Petchey is expecting to see a contraction in technology real estate balanced by growth 
in the electric vehicle, infrastructure, and high-tech manufacturing sectors. As material prices 
normalise, labour availability is once again the main risk to construction industry growth. As 
has been the case for many years, both bandwidth of the labour pool and availability will 
continue to be a challenge, especially for electricians in the high-tech sector. Petchey fears 
the lack of experienced staffing teams will remain a problem for the industry, potentially a 
multi-generational problem, and as a result this will likely cost the industry billions in poorly 
executed and managed projects. Overall, US cost escalation is forecast to settle in between 
3% and 6% in 2023. 

Miguel Donovan, senior director in Mexico City, reports a different scenario in Latin America: 
healthy labour availability but continued supply chain struggles. He shares construction 
companies in Mexico see the future with moderate optimism with large communication and 
transportation projects continuing, tempered by expectations of supply chain challenges, 
10-15% construction cost escalation, and an economic recession. Government investment 
in Colombia is driving infrastructure and sustainable mobility projects, making Colombia’s 
construction sector one of the most dynamic in Latin America. Conversely, Peru’s public 
works construction activity is expected to fall 10% in 2023. Cost escalation in the Latin 
America region is expected to remain high while supply chains struggle to normalise. 

Mixed recovery in the Americas 
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Construction 
companies in 
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future with moderate 
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escalation, and an 
economic recession.

Miguel Donovan
Director, Mexico



Following a turbulent few years where 
many regions have seen volatile and 
dramatic price increases, 2023 looks likely 
to be a return to a more moderate cost 
environment across much of the world. 
However, prices remain high and cost 
increases, driven by labour shortages, 
ongoing supply chain disruption and 
uncertainty are still hurdles that the 
industry must overcome. Well-informed, 
early decision making across multi-
sectoral project procurement planning 
will be beneficial across the board, no 
matter the set of local circumstances. 
Where uncertainty around supply and 
future pricing puts projects at risk, the 

benefit of early, even pre-development, 
cost forecasting brings a level of security 
that may make the difference between 
success and failure. When combined 
with prudent and experienced project 
management that promotes efficiency and 
productivity across the whole project, even 
the most challenging conditions become 
navigable. 2023 may not be without trial 
and tribulation for the construction and 
infrastructure industry globally, but as cost 
escalation stabilises in many areas, with 
the right approach, the industry will be 
well-placed to take advantage of every 
opportunity for growth. 

*Meed Projects, 2023 https://www.meed.com/saudi-tender-price-inflation-to-accelerate-in-2023

Plan for success: stabilising cost escalation 
but challenges remain 

Footnotes
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In conclusion
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Notes
Currie & Brown is one of the world’s leading physical asset management and construction 
consultancies, dedicated to advising clients in respect of the management and utilisation of their 
physical assets, and is differentiated by innovation, expertise and experience. With principal offices in
London, Dubai, Hong Kong, Mumbai, New York and Shanghai, we operate throughout the Americas,
Asia Pacific, Europe, India and the Middle East. Currie & Brown  has been a Dar Group company 
since 2012.

This is a report based upon research carried out by Currie & Brown. It is provided for general 
guidance and information purposes only, and is not an invitation or inducement to engage in any 
investment activity. The views, forecasts, advice, anticipations and expectations expressed herein
are those of the authors only and are only given as part of Currie & Brown’s research activities. The 
information provided in this report is not to be relied on in any way or construed as professional,
investment or financial advice. Whilst every reasonable effort has been made by Currie & Brown to 
ensure the content of this report is accurate at the time of publication, some errors or mistakes can 
occur. To the maximum extent permitted by applicable law, Currie & Brown excludes and disclaims
all representations, warranties, conditions and guarantees, whether express, implied, statutory or of 
other kind, in relation to the fairness, accuracy, completeness or correctness of the report and the 
information within it. No reliance should be placed on the report, nor does Currie & Brown accept 
any duty to any person in connection with this report. The figures within the report have been 
extrapolated from regional sources that reflect escalation and growth cost at the time of publication in
Q1 2023. No assurances are given that any future results or events will be consistent with any views,
forecasts, advice, anticipations or expectations within the report.
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