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This report outlines the expected U.S. and Canada construction growth for 2018 by end-market and geography 
based on several different sources. For questions, please contact Carolina Cavalcante 
(Carolina.Cavalcante@Oldcastle.com). 

 

 

 

LEGAL DISCLAIMER 
Although the contents contained herein are provided under the highest professional standards in the generation of 
these forecasts, Oldcastle, Inc. and its Affiliates do not guarantee the accuracy or completeness of any information 
contained herein. Oldcastle, Inc. and its Affiliates specifically disclaim all warranties, expressed or implied, with 
respect to the use of this information or any results with respect thereto. In addition, the information contained herein 
shall in no way be construed to constitute a recommendation by Oldcastle, Inc. with respect to the purchase or sale 
of any investment, security or its derivatives or any other property or asset. 
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U.S. ECONOMIC OVERVIEW 
In 2018, it is expected that Real Gross Domestic Product (GDP) growth will be 2.1%, unemployment 
rate will further improve to 4.6%, and inflation will be 2.3% in the United States. 

U.S. NATIONAL CONSTRUCTION FORECAST 
Construction is expected to grow almost 5% in 2018, a bit higher than in 2017. 

Single-family will experience the most growth at 9% and Multi-family will start its decline with a 1% 
drop.  

Education and Public Buildings will both grow 6%, leading the 4% increase that will be seen with 
Non-Residential.  

Non-Building is forecasted to grow 4%, led by growth in the Roads and Bridges end-market (6%). 

U.S. CONSTRUCTION FORECASTS BY GEOGRAPHY 
Geographically, the South and West will experience the biggest growth in 2018, with 6% and 5%, 
respectively. 

Among the five largest states, Texas is forecasted to have the strongest growth at 10%. Three states 
are expected to have declines in 2018: New York, South Dakota, and Nebraska. 

Amongst the Top 50 Metropolitan Statistical Areas (MSAs), Oklahoma City (17%), Las Vegas (15%), 
Hartford (15%), and Houston (14%) are expected to experience the most growth in 2018, while New 
Orleans (-14%), Los Angeles (-7%), and Orlando (-5%) will face the largest declines.  

U.S. CONSTRUCTION COST FORECASTS 
Overall constructions costs are expected to increase 3% in 2017 and to increase another 2-3% in 
2018, led by 3-4% higher construction labor costs. 

Material costs are forecasted to increase 2-3% in 2018. 

Gypsum products are expected to experience the largest price increase (6-7%) in 2018, followed by 
Cement, Aggregates, Concrete, and Lumber all in 3-4% range. 

CANADA 
Canadian construction will likely grow 4% in 2018, after a 1% decline in 2017. Growth in 2018 will be 
led by Non-Building (7%) and Non-Residential (6%) construction. 

EXECUTIVE SUMMARY 
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Real GDP is expected to rise by 2.1% during 
2017, and then increase again by 2.1% in 2018, 
according to the International Monetary Fund 
(IMF) (Graph 1). The first two quarters in 2017 
have been 60 and 90 basis points above the same 
quarters in 2016, so a stronger annual 2017 
number is expected (2017 Q1 GDP was 1.2% and 
Q2 GDP was 3.1%). Third quarter GDP numbers 
will mostly likely be lower than originally expected 
because of the effect of hurricanes, but that dip 
should recover by the fourth quarter. 2018 is 
expected to stay at the same 2.1% growth level 
based on the assumption that fiscal policy will be 
less expansionary. 

The unemployment rate is projected to be 4.7% 
(see Table 1) by the end of 2017, slightly above 
the 4.4% rate reported in August. Since October 
2009, the unemployment rate has continued to 
decline, falling below its pre-recession average, 
reflecting the continuous strength of the 
economy. For 2018, the rate is expected to be 
stable at 4.6% with over 155 million people 
employed. 

For 2017, inflation, which is measured by the 
consumer price index (CPI), is expected to be 
1.9%. Since the recovery of oil prices, which 
began in 2015, inflation has slowly rebounded, as 
you can see in Graph 2. CPI is expected to 
continue to increase another 2.3% in 2018.  

Key factors to watch affecting the economy are: 

• Policy changes by the executive and/or 
legislative branches of government 

• Federal Reserve’s interest rate increases 
• Global instability (North Korea, terrorism) 

	  

GRAPH 2: U.S. Inflation 
Annual Percent Change in CPI  

 
Source: PCA Summer 2017 National Forecast 

GRAPH 1: U.S. Real Gross Domestic Product  

 
Source: IMF World Economic Outlook, July 2017 

TABLE 1: U.S. Employment 
Unemployment Rate, Civilian  

Annual Percentage 
2014 6.2% 
2015 5.3% 
2016 4.9% 
2017F 4.7% 
2018F 4.6% 

 
Source: IMF World Economic Outlook, April 2017 

 

U.S. ECONOMIC OVERVIEW 
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NATIONAL FORECAST 
Our consensus forecast shows total construction likely growing 5% in 2018 in nominal dollars. This 
growth is slightly higher than the expected growth for 2017 (4%). See Table 2 for our consensus 
forecast by end-market. 

TA
BL

E 
2:

 C
on

st
ru

ct
io

n 
Fo

re
ca

st
 b

y 
Se

gm
en

t 

Year 
Consensus 

2017 2018 
Total 4% 5% 
Residential 6% 6% 
Single-family 9% 9% 
Multi-family  1% -1% 
Non-Residential 2% 4% 
Commercial 1% 2% 

Hotels 8% -2% 
Office 5% 6% 
Retail -8% 1% 

Education 5% 6% 
Healthcare 1% 5% 
Public Buildings 2% 6% 
Industrial 0% 4% 
Other Non-Residential 2% 0% 
Non-Building 4% 4% 
Roads and Bridges 5% 6% 
Infrastructure 3% 3% 

  

Residential Forecast 

In the Residential segment, we expect to see a 6% increase in construction in both 2017 and 2018.  
This growth will be sustained by a pick-up in Single-family, which will have 9% growth this year and 
next. Multi-family’s growth is tapering off and will reach its peak in 2017. It will still grow 1% in 2017 
and start declining in 2018. The August 2017 Single-family (private, new) Put-in-Place figures show a 
11.6% increase from the previous year, and the start figures show a 17.1% increase from a year ago. 
Multi-family, on the other hand, only grew 2.3% in Put-in-Place spend. Multi-family starts have started 
declining, with starts figures for the past six months averaging 345K units, while the six months before 
that averaged 392K units. Several urban Multi-family markets are at peak and now apartment 
developers are seeking growth in secondary and suburban markets. In Single-family, the builders are 
struggling to find land, and lot prices are increasing, which in turn limits their ability to provide entry-
level housing (under $200K homes). In fact, the main risk factors for residential construction continue 

U.S. CONSTRUCTION FORECAST 
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to be low land availability, labor shortages, tight lending standards, low home inventory (especially in 
entry-level), and increasing affordability concerns. 

The key fundamentals that support Residential growth are still expected to continue to contribute 
positively to this segment. Those fundamentals include: population growth, increase in household 
formation, strong economic conditions (keeping unemployment low and incomes growing), and low 
mortgage rates (even with the Fed increasing rates, mortgage rates are still at historic lows).  

In terms of units, the average 2018 forecast is 1.3M residential units, still well below the long-term 
average. The 1.3M units split into 926K units for Single-family and 373K for Multi-family. See Table 3 
for details. 

TABLE 3: Average* Housing Units (000’s) Forecast 
 

 

  
*Average Forecast is from several sources including: MetroStudy, National Association of Home 
Builders (NAHB), National Association of Realtors, Fannie Mae, Mortgage Bankers Association, 
and Wells Fargo.  

Non-Residential Forecast 

In the Non-Residential segment, Education and Public Buildings are expected to lead growth in 2018, 
with a 6% increase. Hotels and Other Non-Residential (includes stadiums) are expected to decline in 
2018 after a couple of strong years in 2016 and 2017. Office construction, driven by a stronger 
economy and improved employment conditions, is expected to grow 6%. Together with a rebound in 
Retail, Total Commercial construction is expected to grow 2%. Healthcare remains stable in 2017, 
amid uncertainty regarding Healthcare policy changes, but activity is expected to pick up to 5% 
growth in 2018.  

Non-Building Forecast 

Non-Building is forecasted to grow 4% in 2018, mainly due to growth in the Roads and Bridges 
sector, which is expected to increase 6%. The government converted the FASTLANE initiative into the 
Infrastructure for Rebuilding America (INFRA) program, which includes 10 highway and bridge 
projects, two transportation logistics projects, three port projects, and three railways infrastructure 
projects. Infrastructure is expected to remain stable with 3% growth in 2017 and in 2018. The 
government revealed in June 2017 some details of their “Rebuild America’s Infrastructure” plan, but 
debate and voting on an infrastructure bill will probably not happen until 2018. In the meantime, state 
and local governments continue to feel the pressure and are seeking their own funding efforts. 

Year 2016A 2017F 2018F 
Residential 1,174 1,223 1,309 

Single-family 782 839 926 
Multi-family  392 382 373 
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REGIONAL FORECAST 
Geographically, the South region will experience the most growth in 2018 at 6%, followed by the 
West, then Midwest and Northeast regions. See Table 4. 

TABLE 4: Construction Forecast by Region 
  

 

 

South 

In 2017, the South region is expected to be in line with national growth, and to exceed national 
construction growth rates in 2018. This is partially due to hurricane damage repair, but it is also linked 
to projected growth in Single-family (9%), the largest end-market in the region. This is further reflected 
in builder confidence (measured by the NAHB/Wells Fargo Housing Market Index), which for the South 
has been slightly above national figures for the past six months. On top of that, Education and Office 
are both expected to grow over 10% in 2018. The strength in Non-Residential is no surprise, given the 
Architectural Billings Index (ABI) has had the highest average value (53.8) amongst the regions for the 
past 12 months (index values above 50 indicate increase in architectural billings).  

West 

The West region is expected to be the top performing region in 2017 and will exceed the national 
figures in 2018 with 5% growth. This is a clear indication of builder confidence, which has been 
consistently above national figures for the past year. Similarly, the ABI has shown values above 50 for 
the past six months. The largest end-markets, Single-family and Infrastructure, are both expected to 
grow above 6% in 2018, together with very strong growth in the Office (18%) and Healthcare (11%). 

Midwest 

After anticipated stable growth in 2017, the Midwest is expected to grow almost 4% in 2018. Growth 
will be led by Single-family and Public Buildings end-markets; while the 7% decline in Multi-family is 
dampening the regional outlook. Builder confidence has been generally in line with national figures and 
the ABI has registered eleven consecutive months of growth. 

Northeast 

The Northeast is expected to stay around 3% growth in construction in both 2017 and 2018. The 
performance is below national figures mostly due to declines in New York City and Boston, some of its 

Year 2017 2018 
Northeast 3% 3% 
South 3% 6% 
Midwest 1% 4% 
West 8% 5% 

U.S. FORECASTS BY GEOGRAPHY 
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largest markets. On top of that, the largest end-market in this region, Multi-family, is expected to 
decline (-2%) together with Hotels (-3%). Infrastructure, the second largest end-market, is expected to 
be stable. Good growth is expected in the Single-family (10%) and Industrial (11%) end-markets. 
Builder confidence has been the lowest amongst all regions, but has been increasing for the past few 
months. The ABI has averaged 51.1 during the past 12 months, indicating increase in architectural 
billings.  

STATE FORECAST 
There are 13 states which are expected to grow 10% or more in 2018 (only seven are expected to 
grow that much in 2017) including: TX, VA, WY, KS, KY, IN, ID, MS, NM, NH, WV, NV, and HI. Growth 
is concentrated on two main “corridors” from Nevada to Texas and from Indiana to Maryland. While 
14 states are expected to experience construction declines in 2017, only three are expected in 2018 
(NY, SD, NE). Table 5 shows our consensus forecast by State. Figure 1 details it by state in a map. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
* Data is not available from PCA for this state. 
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Year 
Consensus 

2017 2018 2017 2018 
Northeast 3% 3% Midwest 1% 4% 

Connecticut          19% 4% Illinois             9% 5% 
Delaware             4% 6% Indiana              4% 10% 
Maine                3% 6% Iowa                 -4% 1% 
Maryland             -5% 8% Kansas               -8% 12% 
Massachusetts        3% 1% Kentucky             -9% 13% 
New Hampshire        0% 14% Michigan             3% 3% 
New Jersey           1% 5% Minnesota       0% 2% 
New York             1% -3% Missouri             0% 4% 
Pennsylvania         10% 3% Nebraska           11% -0% 
Rhode Island         17% 2% North Dakota         -21% 4% 
Vermont              3% 4% Ohio                 8% 0% 
Virginia             3% 10% South Dakota         -5% -1% 
West Virginia        23% 16% Wisconsin            -0% 0% 

South 3% 6% West 8% 5% 
Alabama              2% 9% Alaska*               9% 1% 
Arkansas             5% 5% Arizona              6% 9% 
Florida              10% 3% California           14% 3% 
Georgia              2% 7% Colorado             8% 5% 
Louisiana            -6% 0% Hawaii               -9% 30% 
Mississippi          6% 13% Idaho                4% 10% 
North Carolina       1% 6% Montana              -5% 8% 
Oklahoma             9% 9% Nevada               -2% 16% 
South Carolina       1% 5% New Mexico           5% 14% 
Tennessee            -1% 2% Oregon               5% 7% 
Texas                3% 10% Utah                 -0% 3% 
   Washington           5% 1% 

    Wyoming              -6% 12% 
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FIGURE 1: 2018 Construction Forecast by State 

 
 
 

FIGURE 2: 2018 Construction Forecast for Top MSAs 
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METRO AREA (MSA) FORECAST 
Table 6 contains our consensus forecast for the top 50 MSAs. 

Of the top 50 MSAs, 36 are expected to experience growth in 2018, with Oklahoma City (17%), Las 
Vegas (15%), Hartford (15%), and Houston (14%) topping the chart. The largest declines will be in 
New Orleans (-14%), Los Angeles (-7%), and Orlando (-5%). See Figure 2 for details. 

The three largest MSAs, in terms of construction starts spend, are forecasted as follows: New York 
City (-2%), Dallas (10%), and Houston (14%). 
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Year Consensus  Year Consensus 
2017 2018 2017 2018 

Northeast     Midwest   
Baltimore, MD                               -6% 1% Chicago, IL                              11% 2% 
Boston, MA                    6% -1% Cincinnati, OH                    -4% 2% 
Buffalo, NY                          2% 9% Cleveland, OH                     -3% 9% 
Hartford, CT  4% 15% Columbus, OH  0% 3% 
New York, NY -3% -2% Des Moines, IA                    -1% 2% 
Philadelphia, PA  15% -3% Detroit, MI                                  7% -1% 
Pittsburgh, PA                                     19% -3% Indianapolis, IN                                    1% 12% 
Providence, RI        14% 2% Kansas City, MO  -7% 4% 
Richmond, VA  8% 12% Minneapolis, MN                                          -8% 1% 
Virginia Beach, VA 4% 13% St Louis, MO 4% -0% 
Washington, DC                 0% 7%    

      
South    West   

Atlanta, GA                 4% 6% Denver, CO                                  2% 1% 
Austin, TX 2% 7% Las Vegas, NV                             -2% 15% 
Birmingham, AL                              -10% 13% Los Angeles, CA               15% -7% 
Charleston, SC                    -12% 4% Phoenix, AZ 5% 6% 
Charlotte, NC                  5% 4% Portland, OR             4% 4% 
Dallas, TX 2% 10% Riverside, CA               18% 10% 
Houston, TX 1% 14% Sacramento, CA            22% 2% 
Jacksonville, FL                                   3% 4% Salt Lake City, UT 13% -4% 
Miami, FL              18% -0% San Diego, CA                  -0% 9% 
Nashville, TN               -4% -5% San Francisco, CA                  28% -2% 
New Orleans, LA                    38% -14% San José, CA                 19% 5% 
Oklahoma City, OK                                  -3% 17% Seattle, WA                        4% -2% 
Orlando, FL  7% -5%    
Raleigh, NC                        -10% 5%    
San Antonio, TX                                    10% 13%    
Tampa, FL -4% 9%    
Tulsa, OK 10% 12%    
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After what will likely be 3% increase in costs in 2017, overall construction costs are forecasted to 
increase an additional 2-3% in 2018 (see Graph 3 for details). These increases will be primarily led by 
increased construction labor costs, which are forecasted to increase in the 3-4% range in 2018. Labor 
shortages continue to be a challenge for the industry due to the inability to recruit the younger 
generation, lack of skilled labor, and stricter government policies around immigration. While 
companies are investing in training programs and supporting legislative reform, raising wages is the 
immediate lever to satisfy their current labor demands. 

The pace of increase for Architectural / Engineering services costs are expected to slow in 2018, after 
3% increase in 2017. Equipment costs are expected to increase in the 1-2% range in 2018, after being 
flat in both 2016 and 2017.  

Material costs are forecasted to increase 2-3%. Gypsum products will increase in price the most (6-
7%) in 2018, after a 7% expected increase in 2017. Cement, Aggregates, Concrete, and Lumber are 
expected to increase in the 3-4% range. Lumber costs jumped in 2017 due to the tariff increase on 
Canadian lumber and higher demand from hurricane damage.  

Another important input to construction is crude oil, which so far in 2017 has increased 12% reaching 
almost $50 per barrel (well below the 2010-2014 average price per barrel of $100). We expect in 2018 
for it to stabilize around $50 per barrel.  

GRAPH 3: 2017 and 2018 Construction Cost Forecast 

 
 

Source: Internal Analysis 

U.S. CONSTRUCTION COSTS 
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ECONOMIC OVERVIEW 
In Canada, the Real GDP is expected to rise by 
2.5% during 2017, and then by 1.9% in 2018, 
according to the IMF (Graph 4). Alberta, British 
Columbia, and Ontario will likely perform better 
than the national GDP. 

The unemployment rate is projected to decline by 
10 basis points per year in 2017 and 2018 to 6.9% 
and 6.8%, respectively (Table 7). Canada has over 
18 million people employed.  

For 2017, inflation (CPI) is expected to increase 
2.0% (Graph 5), and it is expected to continue to 
increase in 2018 by 2.1%. This is due to the 
recovery of commodity prices.  

The biggest threat to the Canadian economy, 
consequently to the construction sector, is the 
uncertainty around the trading relationship with the 
United States. If the North American Free Trade 
Agreement (NAFTA) were to be cancelled, the 
Canadian economy would suffer.  

Another potential risk is the Canadian high 
household debt (debt-to-income ratio recently 
stood at a historical peak  of 167.6%), making 
households more vulnerable to an economic or 
interest rate shock. 

 

	  

      CANADA OVERVIEW 
GRAPH 4: Canada Real GDP  

 
Source: IMF World Economic Outlook, July 2017 

TABLE 7: Canada Employment 
 

Unemployment Rate, Civilian  
Annual Percentage 

2014 6.9% 
2015 6.9% 
2016 7.0% 
2017F 6.9% 
2018F 6.8% 

 
Source: IMF World Economic Outlook, April 2017 

GRAPH 5: Canada Inflation 
Annual Percent Change in CPI  

 
Source: IMF World Economic Outlook, April 2017 



	

	

12   Oldcastle Business Intelligence | 2018 North American Construction Forecast Report 
	

CONSTRUCTION FORECAST 
Canadian construction will likely grow 4% in 2018, after a slight decline in 2017. See Table 8 for our 
consensus forecast by segment. 

TABLE 8: Canada Construction Forecast by Segment 

Year Consensus 
2017 2018 

Total Construction -1% 4% 
Residential 1% 2% 
Non-Residential 1% 6% 
Non-Building -2% 7% 

 
Residential Forecast 

Residential is expected to show stable growth of 1% in 2017 and 2% in 2018. In terms of units, it will 
stay below 200K units, with 65K Single-family units and 120K Multi-family units. There are some 
concerns externally of a possible housing bubble in Toronto and Vancouver. However, the Canadian 
government has taken certain measures to try to control this, such as tightening mortgage standards 
and adding stronger controls on foreign investors. On top of that, the main driver for this segment, 
which is population growth, continues to be strong in Canada with 1.1% increase per year during the 
past 10 years (U.S. population growth was 0.8% per year), adding 400K more people per year. 

Non-Residential Forecast 

Non-Residential is expected to jump almost 6% in 2018, after expected 1% growth in 2017. This 
space is benefiting from the transition Canada is experiencing from an economy based mostly around 
natural resources economy to a more high-tech, service-based economy. Office vacancy rates are 
stabilizing and starting to decrease in key markets, such as Toronto, Montreal, and Vancouver. 
Manufacturing facilities are also reaching peak capacity utilization, requiring investments into new 
facilities.    

Non-Building Forecast 

Non-Building is expected to decline 2% in 2017, but should rebound to 7% growth in 2018. Two main 
factors contribute to the decline in this segment in 2017. First, the drop of oil prices in 2014 and 2015 
led to the cancellation of at least 10 major energy projects in Canada. Secondly, during the 2009 
recession the Government made a strong push for infrastructure, and since that push, the amount of 
Non-Building construction hasn’t been at the same level. However, for 2018, there is again a strong 
effort for added projects in the space fueled by improving commodity prices and government 
incentives. In fact, the Government is investing $35B into an Infrastructure bank to be used for 
transformative infrastructure projects including public transit and green projects.  
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Overall, the perspective for 2018 is for continued growth after a good 2017. Construction in the U.S. 
has been consistently growing annually since 2011, and while there are challenges in the sector, we 
should still have three years of growth ahead of us.  

Based on our consensus forecast for U.S. construction, we expect 5% growth in 2018, driven by 
Single-family, Roads and Bridges, and Institutional construction. Geographically, the South and the 
West are the key regions of growth, with Texas, Nevada, and New Mexico leading that growth. On top 
of that, 36 of the top 50 MSAs will experience expansion in 2018.  

Overall construction costs are forecasted for ongoing increase in 2018 in the 2-3% range, same 
forecasted increase as material prices.  

Construction activity in Canada is expected to resume growth in 2018 at 4%, fueled by a rebound in 
Non-Building construction.  

 

		

 

 

 

 

 

 

 

LEGAL DISCLAIMER 
Although the contents contained herein are provided under the highest professional standards in the generation of 
these forecasts, Oldcastle, Inc. and its Affiliates do not guarantee the accuracy or completeness of any information 
contained herein. Oldcastle, Inc. and its Affiliates specifically disclaim all warranties, expressed or implied, with 
respect to the use of this information or any results with respect thereto. In addition, the information contained herein 
shall in no way be construed to constitute a recommendation by Oldcastle, Inc. with respect to the purchase or sale 
of any investment, security or its derivatives or any other property or asset. 

SUMMARY SUMMARY 


