
Building Through Cycles
Construction Industry Market Update

Matt Gotlin, CFA®, Chief Investment Officer & 
Managing Director, Wealth Management

A timely update on key trends shaping the industry — from interest rates 
and financing to labor, material costs, and regional demand.
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Fed policy, credit conditions, and project finance
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W orkforce availability, wages, and productivity

04
Material Costs & Supply Chain

Com m odity pricing, lead tim es, and risk m anagem ent
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W here capital is flowing and growth sectors
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Actionable insights to position your business
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S E C T I O N  0 1

Macro & Markets: The Big Picture
Slower growth, cooling inflation, and renewed geopolitical shocks reshaped market 
expectations.
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Source: Bloomberg (MSCI ACWI)

Global Markets Backdrop

23x
Price/Earnings

Elevated relative to 10yr average

13.7%
Earnings Growth

Accelerating

V alu atio n s are  E le vate d  b u t E arn in g s G ro w th  Tre n d in g  U p

K E Y  I N S I G H T S

Global growth on trend; inflation 
easing from  pandem ic highs.

Energy price surge clouding 
growth and policy outlook.
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Sources:  IMF World Economic Outlook (Statista, Worldometer, Jan 2026)

Global Macro Backdrop

3.2%
Global GDP Growth

Modest increase over 2025

2.4%
Global Inflation

Easing but still uneven amid variable 

energy/food costs and geopolitical 
factors

Easing/ 
Cautious

Monetary Policy
Easing trend on hold following 

energy price spike 

E m e rg in g  e co n o m ie s e x p e cte d  to  o u tp ace  ad van ce d  e co n o m ie s

K E Y  I N S I G H T S

Global growth on trend; inflation 

easing from  pandem ic highs.

Energy prices and geopolitical risk 
clouding policy outlook.
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Source: Bloomberg (CL1 Comdty) as of 05/18/2026

Crude Oil Market Overview

$106.83
WTI Spot Price

As of 5/18/2026

+86%
YTD Change

From $57.32 on Jan 2

$122
52-Week High

Geopolitical risk driving surge

K E Y  I N S I G H T S
Oil surged 86% YTD from $57 to $107, driven by 
escalating U.S./Israeli conflict with Iran and 
OPEC+ supply tightening.

Prices hit $122 in June 2022 during the Ukraine 
crisis; current levels approaching those highs 
again.

Energy cost spike directly impacts construction 
material pricing, transportation, and equipment 
operating costs.
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Source: Bloomberg (GASOLINE NAT AVG) as of 05/17/2026

U.S. Gasoline Price Trends

$4.52
Avg. Gas Price

National avg. 5/17/2026

+60%
YTD Increase

From $2.83 on Jan 1

$4.56
2026 Peak

Highest since summer 2022

K E Y  I N S I G H T SGas prices surged 60% YTD, tracking crude oil 
increases with a lag as refinery margins 
tightened.

At $4.52/gal, prices are approaching 2022 highs 
and straining consumer budgets and project 
transport costs.

Rising fuel costs add 2-4% to construction 
logistics; diesel and equipment operating 
expenses climbing in parallel.
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Source: Bloomberg as of 03/31/2026

Key U.S. Economic Indicators

2.0%
GDP Growth

Q4 2025

4.3%
Unemployment

Stabilizing

2.4%
CPI Inflation

Moderating but above Fed target

K E Y  I N S I G H T S
GDP growth at 2.0% signals a soft landing, but 
tariff uncertainty clouds the near-term outlook.

Unemployment at 4.3% reflects a cooling labor 
market — easing wage pressure while raising 
recessionary watch.

Inflation at 2.4% nears the Fed's target, but 
energy and trade policy risks could reignite 
price pressures.
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Macro & Markets: Construction 
Industry
Varied pace of growth, costs and inflation depending on construction sub-sector.
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Understanding the Construction Cycle
Construction activity follows identifiable cycles driven by credit, demand, and macro conditions.

E X P A N S IO N

R is ing  sta rts , lo w  vacancy, 
cre d it flo w ing  fre e ly

P E A K

Sup p ly  m e e ts  d e m and , 
m arg ins co m p re ss, co sts  

p e ak

C O N TR A C TIO N

F a lling  sta rts , tig h te r cre d it, 
p ro je ct cance lla tio ns

R E C O V E R Y

Pe nt-up  d e m and  b u ild s, 
se le ctive  o p p o rtun itie s  

e m e rg e

📍 WHERE WE ARE NOW

Late-cycle deceleration. Elevated rates cooling private activity, but infra and data 
center projects still growing. Pace varies by sector and region.

20260429-5444062
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Source: ISM Manufacturing Report, April 2026

ISM Manufacturing PMI

52.7
Headline PMI

4th month of expansion

84.6
Prices Index

Highest since Apr 2022

46.4
Employment

Contracting; sharpest drop in 4 mo.

K E Y  I N S I G H T S
PMI remains expansionary, with new orders 
accelerating but production slowing. 
Manufacturing expansion continues but 
unevenly.

Prices surged to 84.6, up 25.6 pts in three 
months, driven by oil/diesel costs from the 
Middle East conflict.

Employment contracted while supplier 
deliveries slowed, signaling supply chain stress 
re-emerging alongside rising input costs.

84.6

60 .6

54 .1

53 .4

51 .4

49 .0

47 .9

46 .4

Pr ices

Suppli er  Del iver ies

New  Or der s

Pr oducti on

Backlog of Or ders

In vent or ies
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ISM MANUFACTURING SUB-INDEXES (APR 2026)
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Sources: Bloomberg, S&P Capital IQ, ABC, ConstructConnect; data as of Q1 2026

Construction Industry Valuations
Public market multiples, private deal activity, and sector-level valuation signals for construction and E&C firms.

10–14x
EV/EBITDA (E&C Sector)
Above historical averages; infra tailwinds and 

backlog support.

18–22x
Forward P/E (Public E&C)
Premium to industrials; infra visibility driving 

earnings growth.

8.5 Mo.
Contractor Backlog
Backlog near cycle highs; confidence indices 

above 50.

E V /E B ITD A  M u ltip le s b y  S e cto r  (Q 1  2 0 2 6  E stim ate s)

1 4 .2 x

1 2 .5 x

1 1 .0 x

9 .3 x

7 .1 x

D at a C ent er  / MEP

H eavy Ci vil  / I nfr a

Sp eci alt y Tr ades

G ene ral  Co ntr ac to rs

Re sid ent ial  Bui ld er s

K E Y  I N S I G H T S
Sector divergence. Data center and infra 
firms command premiums; residential 
compressed.

M&A accelerating in specialty trades; PE 
paying 8–12x.

Valuation risk elevated if spending or 
rate easing stalls.
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Sources: U.S. Census, BLS, FMI, Dodge, ABC, ConstructConnect; data through Q1 2026

Construction Sector: What Is Moving the Needle
Economic data and industry-specific catalysts shaping construction demand, spending, and growth trajectories into 2026.

+2.6%
N o n -R e si F o re cast 2 0 2 6

AIA Consensus; led by institutional, infra, 
and data centers

+33%
D ata  C e n te r S p e n d in g

YoY growth in 2025; another +20% 
projected for 2026, driven by AI demand

$432B
IIJA  F u n d s R e m ain in g

Of $609B total; $178B deployed to date 
across roads, bridges, broadband

KEY TRENDS & CATALYSTS

Federal infrastructure is the primary engine. 10%+ 
CAGR for four years.

Data centers are the fastest-growing segment.
Starts more than doubled in 2025, driven by AI 
demand.

Total spending growth normalizing to 2–3% after 
five years of 40%+ gains.

Residential under pressure: Affordability and 
lending constraints limiting new starts.

Tariff risk could add 5–10% to costs: Copper, steel, 
aluminum exposed. Procurement timing critical.

Cost inflation running 2–4% annually: Equipment 
costs rising faster at 4–6%.

20260429-5444062

T R I V I A

Which U.S. metro area has been the fastest-growing 
over the past five years?

A. Phoenix, AZ B. Austin, TX

C. Nashville, TN D. Raleigh, NC

Answer: B – Austin, TX
T h e  A ustin -R o und  R o ck-G e o rg e to w n m e tro  g re w  ne arly  26%  fro m  2020–2025, fue le d  b y te ch  re lo catio ns, h o using  

co nstructio n , and  p o p ula tio n  m ig ra tio n  fro m  h ig h e r-co st s ta te s.
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The Construction Cycle: The Good, the 
Bad, & the Opportunities
Understanding macroeconomic signals and cycle positioning to make informed strategic decisions.
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Construction Sector: The Good
$2.2T

T o ta l Sp e nd ing

8.5 Mo.
A vg . B ack lo g

+2.6%
N o n-R e si F o re cast

KEY POSITIVE INDICATORS

• Record Construction Volume
• Strong Contractor Backlogs
• Federal Infrastructure Pipeline
• Data Center Boom
• Specialty Trade Premiums

ABC CONTRACTOR BACKLOG (MONTHS)
Quarterly average, 2020–2026  |  Source: ABC
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Construction Sector: The Bad

5–10%
T ariff C o st Im p act

–14%
SF  S tarts  D e cline

+40%
C o p p e r Price  Surg e

Material Cost Increases (YoY %)

Copper + 4 2 %

Steel + 1 8 %

Lumber + 1 2 %

Diesel + 9 %

Concrete + 6 %

KEY RISK FACTORS
• Tariffs:  5–10% material cost 

increase; steel, aluminum, copper 
exposed

• Residential:  SF starts –14%; MF –
4%; vacancy rates elevated

• Labor:  500K+ unfilled positions; 
wages outpacing productivity

• Cost Inflation:  Copper +40%; 2–4% 
annual cost inflation

• Rates:  Higher-for-longer pressuring 
private pipelines

Sources: FMI, ConstructConnect, ABC, Deloitte, Oxford Economics  
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Construction Sector: The Opportunities

+33%
D ata  C e nte r G ro w th

$432B
IIJA  R e m ain ing

12–14x
Sp e cia lty  M ultip le s

STRATEGIC OPPORTUNITIES
• Data Center & MEP Services:  AI-driven multi-

decade buildout cycle with premium margins
• Infrastructure Positioning:  Federal spending 

on bridges, transit, water through 2030+

• Technology & Prefabrication:  Modular and AI-
driven firms commanding premium valuations

• Consolidation Plays:  Roll-up opportunities at 7–
11x in fragmented specialty trades

• Workforce Solutions:  Automation and training 
programs creating sustainable edge

U.S. DATA CENTER CONSTRUCTION ($B)
Annual spending, 2018–2026E  |  Sources: Statista, Dodge, Newmark
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S E C T I O N  0 2

Interest Rates &
Financing
Landscape
Fed policy, credit conditions, and what it means for project finance and deal 
economics.

Investment advice and other wealth management services provided by Choreo, LLC (“Choreo”). This document does not constitute 
audit, tax, consulting, business, financial, investment, insurance, legal or other professional advice. To protect the confidentiality and 
proprietary information included in this material, it may not be disclosed or provided to any third parties without the approval of Choreo.

Choreo  |  Construction Industry Market Update  |  Confidential 20260429-5444062

Choreo  |  Construction Industry Market Update  |  Confidential

Source: Federal Reserve (FRED, H.15), CBRE, Colliers, Northmarq, Bloomberg, eBoost Partners; data as of Q1–Q2 2026

The Rate Environment
After a historic hiking cycle, the Fed has begun cutting. But the path down matters as much as the destination.

F e d e ral F u n d s R ate
Construction Loan Rates

7.5–12%
Stable and near long-term averages but still 
elevated vs. pre-2022 norms

Cap Rates

5–8%
Expanded significantly, compressing 
valuations

Refi/Bridge Spreads

+150–500 bps
Lenders maintaining wider spreads amid 
uncertainty

Outlook: Market expectations for the Fed rate path shifted dramatically 
amid the U.S./Israeli conflict with Iran. The next rate cut is not likely until 
next summer. Expect rates to remain rangebound, thus providing more 
clarity for project planning.
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Sources: Federal Reserve (SLOOS), FHFA, MSRB, SIFMA, CBRE, Deloitte, Bloomberg; market data and public disclosures as of Q1–Q2 2026

Financing Conditions: Tighter but Thawing
Bank Lending CAUTIOUS

Regional banks selective post-2023 stress; CRE under scrutiny.

Private Credit ACTIVE

Non-bank lenders filling gaps at prem ium  pricing; bridge/m ezz 
available.

Agency / GSE STABLE

M F financing accessible via Fannie/Freddie; affordable housing 

term s enhanced.

Equity Markets SELECTIVE

Institutional equity cautious; preferred structures bridging gaps.

Bond Markets IMPROVING

M uni issuance recovering; public financing m ore attractive.

Foreign Capital MIXED

Som e returning to gateway m arkets; currency and geopolitical 

headw inds.

20260429-5444062



T R I V I A

Which state had the biggest increase in construction 
spending last year?

A.  Texas B.  Ohio

C.  Arizona D.  Georgia

Answer: B – Ohio (+72.5% YoY)
O h io ’s  no nre sid e ntia l co nstructio n  sp e nd ing  h it $43 .2B  in  2025, a  72 .5%  surg e  d rive n  b y m assive  d ata  ce nte r inve stm e nts  

fro m  A W S, In te l’s  $20B  se m ico nd ucto r fab s, and  a  $7B  C o lo g ix A I cam p us.
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S E C T I O N  0 3

Labor Market
Dynamics
Workforce availability, wages, productivity, and the long-term skilled trades challenge.
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Construction Labor: Tight at the Top, Challenged 
Beneath

8.0M
Co n stru ctio n  Jo b s

All-time high

7.0%
In d u stry  U n em p lo ym en t

Above 10yr average

+3.6%
A vg W age G ro w th  Y o Y

Outpacing inflation

400K
P ro jected  Sh o rtage  b y  2 0 2 6

AGC estimate

Structural Challenges
• 1 in 5 workers over 55
• Apprenticeship enrollment lagging

• Cross-sector competition for young workers

• Immigration uncertainty limiting supply
• Skilled trades gap widening

Strategies to Win the Labor War
• Invest in apprenticeships
• Use modular/prefab to cut field labor

• Adopt tech to boost productivity

• Build culture to retain talent
• Partner with trade schools

Source: Bloomberg BLS, FRED, AGC, ABC; industry surveys and government data through Q1–Q2 2026

Wage pressure uneven: specialized trades (electricians, pipe, equipment) command significantly higher wages than general labor.

20260429-5444062
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Construction Labor: Productivity & Cost 
Transmission
Labor Availability Is Not the Only Constraint — Utilization and Efficiency Matter

Ø Productivity has lagged despite 
higher employment

Ø Overtim e is doing the heavy lifting
Ø Labor cost pass-through is 

increasing
Ø Labor now shapes tim elines as 

m uch as budgets
Ø Structural response: “Build 

sm arter, not bigger”

Labor constraints shifting from availability 
to productivity — affecting timing, risk 
premiums, and returns.

20260429-5444062
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Material Costs &
Supply Chain
Commodity pricing, lead times, tariff risk, and strategies for effective cost management.
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Sources: BLS, Federal Reserve (FRED), RSMeans/Gordian, NAHB, Skanska, Gilbane, and industry publications; pricing trends and market commentary through Q1–Q2 2026

Material Cost Landscape
Steel U p

Volatile, above pre-pandemic levels. Tariff 
risk.

Lumber N e ar F lat

Corrected from 2022 highs; stabilizing.

Concrete U p

Energy costs pushing prices up.

Copper U p

Electrification and data center demand 
driving increases.

Glass/Windows U p

Lead times normalizing; costs still elevated.

HVAC/MEP U p

Still constrained; 20–40 wk lead times.

Tariff Watch: Proposed tariffs could add 2–5% to project costs. Review contract provisions and procurement timing.

20260429-5444062
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Sources: U.S. Bureau of Labor Statistics (BLS), Federal Reserve (FRED, SLOOS), RSMeans/Gordian, CBRE, Deloitte, AGC, ABC, industry market reports and public disclosures; data and commentary 
through Q1–Q2 2026.

Construction Industry Risk Dashboard
A summary of key risk factors and current positioning for construction businesses.

HIGH

In te re st R ate  R isk ↓ Improving

Easing underway but pace uncertain.

HIGH

Lab o r A vailab ility → Stable

Structural shortage; wage pressure continuing.

MODERATE

M ate ria l C o st ↓ Improving

Normalizing; tariff risk a wildcard.

MODERATE

C re d it A vailab ility ↑ Improving

Banks cautious; private credit active.

MODERATE

D e m an d  - R e sid e n tia l ↑ Improving

Pent-up demand building; rate sensitivity limits starts.

LOW

D e m an d  - N o n -R e si → Stable

Manufacturing, data center, infra driving pipeline.

MODERATE

S u b co n tracto r H e alth → Stable

Some stress in specialty trades; pre-qualify.

HIGH

G e o p o litica l/Tariff →
Uncertain

Trade policy creating procurement uncertainty.

20260429-5444062

Key Takeaways
What to act on now to build resilience and position for the recovery.

1
Late  co ntractio n  / e arly  re co ve ry. P re p are  no w  to  
cap ita lize  w h e n th e  cyc le  turns.

2
R ate s e asing  b ut staying  ne ar curre nt le ve ls  ~ 12  m o nth s. 

U nd e rw rite  co nse rva tive ly; cre ative  structure s m atte r.

3
Lab o r is  th e  b ig g e st co nstra in t. W in  th e  ta le nt w ar 
th ro ug h  w o rkfo rce  d e ve lo p m e nt, te ch , and  cu lture .

4
M ate ria l co st m anag e m e nt is  a  co m p e titive  e d g e . E arly  
p ro cure m e nt and  e sca la tio n  c lause s p ro te ct m arg ins.

5
Se le ctiv ity  d rive s re turns. D ata  ce nte rs , m anufacturing , 

h e a lth care , and  in fra  a re  th e  g ro w th  p lays.

6
D ive rs ify  b e yo nd  th e  b usine ss cyc le . Succe ssio n  p lann ing  
and  w e a lth  stra te g y m atte r no w .
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Let's Talk About
Your Business

Whether you're a contractor managing project risk, a developer navigating 
deal economics, or an owner planning for the future — Choreo is here to help 
you build through every cycle.

C O N N E C T  W I T H  U S

Ready to get started?

Choreoadvisors.com

Construction Industry Practice

Wealth | Retirement | Risk

Business Succession Planning

Investment advisory services offered through Choreo, LLC.
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How Choreo Supports Construction Industry 
Clients

Your Trusted
Financial
Partner

Deep expertise serving contractors, developers, and 
owners — financial planning with sector-specific insight.

→ choreoadvisors.com

Wealth Planning

Com pensation, retirem ent, estate, and exit planning for ow ners.

Business Succession

Fam ily succession, ESO P, or third-party sale planning.

Risk Management

Insurance, key-m an, and D &O  analysis for all firm  sizes.

Investment Management

Portfolio diversification for ow ners building w ealth alongside the 

business.
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T R I V I A

Which Mid-Atlantic state is forecast to have the most 
construction growth over the next three years?

A.  New York B.  New Jersey

C.  Virginia D.  Pennsylvania

Answer: C – Virginia
V irg in ia  le ad s th e  natio n  in  d ata  ce nte r co nstructio n  — th e  ind ustry ’s  faste st-g ro w ing  se g m e nt — w ith  R ich m o nd  e m e rg ing  as a  

to p  m arke t and  b illio ns in  ne w  p ro je cts  p lanne d  th ro ug h  2028.
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