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The construction industry faces a mixed outlook. Total spending declined 2.8% year-over-year, driven 
by continued weakness in residential (-5.1%), while nonresidential remains strong, supported by data 
center projects and infrastructure growth in the U.S. South. Public construction spending has surged 
43.6% over three years, despite the recent government shutdown, underscoring sustained investment 
in infrastructure. Rising material costs—especially copper and natural gas—are pressuring budgets, 
though falling crude petroleum prices offer some relief. Labor conditions remain tight, with residential 
employment down 0.8% and wages up 3.7%, signaling cost pressures. Backlogs are stable (+0.3% YoY), 
and project stress indicators are easing, but the Architectural Billings Index remains below 50, pointing 
to potential future slowdowns. Despite challenges from inflation, labor shortages, and economic 
uncertainty, strong public spending and large-scale nonresidential projects provide a foundation for 
cautious optimism.

EXECUTIVE SUMMARY
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CONSTRUCTION ECONOMY 
CURRENT STATE

To provide a comprehensive view of the construction economy, current conditions are reviewed through 
current spending, labor conditions, and material costs, followed by indicators that offer insight into future 
trends. Forward-looking measures include backlog, construction starts, ConstructConnect’s Project Stress 
Index, and the Architectural Billings Index. Total construction spending is broken down into key segments, 
recognizing that not all contractors benefit equally across categories.

While overall year-over-year spending has shown gradual growth, individual categories display varying trends 
both on an annual basis and across rolling 12-month periods.

Source: US Census Bureau. Data compiled from Value of Construction Put in Place in the United States, Seasonally Adjusted Annual Rate. July 2025. 
Retrieved September 2025.1

ANNUAL SPEND RATE – YEAR-OVER-YEAR (IN MILLIONS)

Private
$1,701,667

Non-Residential
$1,253,764

Residential
$946,982

Single
$428,255

Multi
$124,861

Public
$499,080

July 2024

Total Spending
$2,200,746

Non-Residential
$1,240,425

Private
$1,623,269

Public
$515,842

July 2025

Total Spending
$2,139,110

Residential
$898,686

Single
$419,136

Multi
$113,072

Markets in Focus  |  4



NONRESIDENTIAL CONSTRUCTION SPENDING

Total construction spending declined 2.8% year-over-year in June. Nonresidential starts posted a modest 2.9% 
increase compared to last year, while residential starts fell sharply by 18.5% year-over-year. Both sectors also 
recorded month-over-month declines in July 2025, signaling near- term headwinds.

Data centers remain a bright spot, with starts surging as new projects break ground. However, despite 
the continued strength of the data center boom, concerns over tariffs and labor shortages are creating 
uncertainty for the broader construction outlook.2

Nonresidential spending in the U.S. remains elevated compared to 2023 and earlier periods, but overall 
construction spending has trended downward on a year-over-year basis. According to FRED data, residential 
spending from July 2024 to July 2025 shows a clear decline, reinforcing the slowdown in this segment.3

Total construction spending has been trending downward, despite a brief uptick in April 2025 for both overall 
and nonresidential activity. Material costs have risen faster than anticipated—even with tariff impacts—
creating pressure on project budgets. These increases can directly influence job site valuations and insurance 
exposure, as escalating material costs risk outpacing original budgets. Overall, the longer the delays, the 
more expensive material costs and labor become.

Regionally, the U.S. South is projected to generate $293.7 billion in 2025 nonresidential construction starts. 
Civil construction dominates this growth, driven by infrastructure demands. Military and government 
projects are also expected to rise, while industrial construction appears to be stabilizing following the surge in 
plant expansions.

Total Construction Spending
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TOTAL CONSTRUCTION SPENDING: NONRESIDENTIAL IN THE U.S.

Source: US Census Bureau via FRED. Total Construction Spending: Nonresidential in the United States. Data from July 2024 to July 
2025. Data retrieved September 2, 2025.3
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VALUE OF CONSTRUCTION PUT IN PLACE IN THE UNITED STATES, 
SEASONALLY ADJUSTED ANNUAL RATE

(Millions of dollars. Details may not add to totals due to rounding.)

Percent Change 
Jul 2025 from –

Type of Construction Jul 
2025p

Jun 
2025r

May 
2025r

Apr 
2025

Mar 
2025

Jul 
2024

Jun 
2025

Jul 
2024

Total Construction 2,139,110 2,140,546 2,149,124 2,153,440 2,150,847 2,200,746 -0.1 -2.8
Residential 898,686 897,878 903,854 906,503 909,661 946,982 0.1 -5.1
Nonresidential 1,240,425 1,242,668 1,245,271 1,246,937 1,241,186 1,253,764 -0.2 -1.1

Lodging 23,946 23,736 23,632 23,283 23,061 24,439 0.9 -2.0
Office 105,493 105,490 106,081 106,029 104,340 105,777 0.0 -0.3
Commercial 119,122 120,094 120,895 121,369 121,641 129,822 -0.8 -8.2
Health Care 69,432 69,057 69,240 68,681 68,673 68,114 0.5 1.9
Educational 136,120 136,135 136,737 136,742 136,362 138,965 0.0 -2.0
Religious 4,620 4,633 4,625 4,663 4,835 3,876 -0.3 19.2
Public Safety 19,347 19,322 19,304 19,444 19,200 18,819 0.1 2.8
Amusement and 
Recreation 42,619 42,710 42,687 42,626 41,861 41,655 -0.2 2.3

Transportation 68,598 68,328 68,147 67,830 67,976 66,268 0.4 3.5
Communication 29,598 29,610 29,393 29,089 28,963 29,626 0.0 -0.1
Power 156,052 156,677 157,290 157,519 156,917 152,940 -0.4 2.0
Highway and Street 143,705 144,022 143,311 145,071 143,469 142,695 -0.2 0.7
Sewage and Waste 
Disposal 51,518 51,747 51,652 50,972 49,499 46,473 -0.4 10.9

Water Supply 35,014 34,622 33,993 34,065 33,810 33,883 1.1 3.3
Conservation and 
Development 12,188 11,970 12,003 11,912 11,691 11,516 1.8 5.8

Manufacturing 223,053 224,515 226,282 227,643 228,888 238,899 -0.7 -6.6

Source: US Consensus Bureau. Value of Construction Put in Place in the United States, Seasonally Adjusted Annual 
Rate. Data as of July 2025. Release date September 2, 2025.1

p=preliminary; r=revised
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PUBLIC SPENDING 

At midnight on October 1, 2025, the U.S. government entered a shutdown after Congress failed to reach 
a funding agreement. Leading up to the shutdown, public construction spending showed modest growth 
overall, with July’s seasonally adjusted annual rate estimated at $515.8 billion, up 0.3% from June’s revised 
figure of $514.3 billion. Within key sectors, educational construction registered a slight decline to $111.7 
billion, down 0.1% from June, while highway construction mirrored this trend, slipping to $142.8 billion, also 
down 0.1%.1 These figures underscore a relatively stable but cautious investment environment prior to 
the disruption, with incremental gains in total spending offset by stagnation in critical categories such as 
education and infrastructure.

Over the past three years, public construction spending has grown significantly, with a 43.6% increase overall 
and a 7.4% year-over-year change. Government spending continues to support overall construction activity, 
even give the government shutdowns.

Some impact on total public construction spending may be expected in the coming months, but a yearly 
decline appears unlikely.

2021 2022 2023 2024
1-Year  

Percent 
Change

3-Year  
Percent 
Change

352,179 392,877 470,539 505,804 7.4% 43.6%

TOTAL PUBLIC CONSTRUCTION SPENDING  
(In millions)

Source: Data compiled from Federal Reserve Bank of St. Louis. Total Public Construction Spending in the United States. September 2020 -September 20254

WHAT THIS MEANS FOR YOU

	+ Rising costs for materials like steel, lumber, 
and aluminum—along with tariffs—are driving 
up contract values.

	+ As public construction spending increases, 
project values rise, which leads to higher 
insurance premiums due to greater exposure. 

	+ Many carriers are not adequately investing 
in this area; for some, it’s treated more as a 
checklist item than a strategic priority.
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RESIDENTIAL SPENDING

Residential spending has been on a downward trajectory since February, signaling a cooling in this segment 
of the market. Residential construction spending declined by 5% from July 2024 to July 2025. Between July 
2025 and July 2024, rates fell 5.1%, reinforcing the trend of contraction. The updated figures for June came in 
slightly higher than forecasted, indicating that actual put-in-place construction exceeded initial estimates—a 
sign of short-term resilience despite the broader slowdown.

Source: Data compiled from US Census Bureau. Value of Construction Put in Place in the United States, Seasonally Adjusted 
Annual Rate. Data as of July 2025. Release date September 2, 2025.1

Put-in-Place Jul 2024 Jul 2025 % Change

Total Residential 946,982 898,686 -5.1%

New Single Family 428,255 419,136 -2.1%

New Multifamily 124,861 113,072 -9.4%

Public 10,355 12,153 17.4%

PUT-IN-PLACE SPENDING RATE
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EMPLOYMENT

Residential construction employment has declined, while overall construction employment growth remains 
modest—up less than 1% year-over-year. The change observed in August was minimal when compared to 
the prior year’s performance, indicating a continued softening in residential activity. This decline is largely 
driven by a reduction in residential specialty trade contractors (STC), as increasing retirement and a widening 
generational knowledge gap limit the availability of skilled labor in the marketplace.

Residential employment has been trending downward gradually over the past 12 months. In contrast, 
nonresidential construction employment has shown consistent growth over the same period. Despite the 
divergence between sectors, total construction employment continues to trend upward.

Average weekly hours worked have decreased year-over-year, as of August 2025. However, average hourly 
earnings have increased by 3.7% over the same period. This suggests a tightening labor market, where wage 
growth is outpacing hours worked, potentially reflecting shifts in labor demand and project scheduling.

Source: US Census Bureau via ABC.ORG. Data as of September 5, 2025.4

CONSTRUCTION EMPLOYMENT GROWTH: AUGUST 2024 VS. AUGUST 2025

Construction

Nonresidential*

Nonresidential Building 

Nonresidential STC

Heavy & Civil Engineering 

Residential**

Residential Building

Residential STC

-2.5% 2.5%-1.5% 1.5%-0.5% 0.5%

0.7%

1.7%

0.2%

2.1%

2.0%

1.0%

-0.8%

-1.5%

*Includes nonresidential Building, nonresidential STC, and Heavy and Civil Engineering 
**Includes Residential Building and Residential STC
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MATERIAL PRICES

Copper wire and cable prices have increased 13.8% year-over-year. This trend aligns with copper’s long-term 
pricing trajectory, which has risen steadily over the past 15 years. Copper’s relative scarcity compared to 
other metals contributes to this upward pressure. As a result, electrical system costs are rising, with copper 
wire remaining one of the most significant material expenses in the construction industry.

Short-term fluctuations are less relevant than year-over-year changes in construction. The 12-month trend 
line remains upward across most material categories. For example, natural gas—an input for cement 
production—has increased by 42.3%, which may affect infrastructure projects such as roads and highways.

PRODUCER PRICE INDEX, AUGUST 2025

1‑Month  
% Change

12‑Month  
% Change

Change since  
Feb. 2020

INPUTS TO INDUSTRIES
Inputs to construction 0.2% 2.3% 43.0%
Inputs to multifamily construction 0.2% 2.5% 43.2%
Inputs to nonresidential construction 0.2% 2.6% 43.9%
Inputs to commercial construction 0.3% 3.6% 45.8%
Inputs to healthcare construction 0.3% 3.4% 45.3%
Inputs to industrial construction 0.3% 3.2% 41.3%
Inputs to other nonresidential construction 0.2% 2.4% 43.4%
Inputs to maintenance and repair construction 0.1% 2.0% 40.9%

COMMODITIES
Adhesives and sealants 0.0% 3.0% 39.4%
Brick and structural clay tile 0.1% 1.4% 32.8%
Concrete products 0.0% 1.7% 41.7%
Construction machinery and equipment 0.5% 4.0% 35.3%
Construction sand, gravel, and crushed stone 0.1% 6.1% 47.5%
Copper wire and cable -3.8% 13.8% 60.2%
Crude petroleum -2.8% -13.5% 36.1%
Fabricated structural metal products 0.8% 5.9% 60.8%
Gypsum products 0.0% 0.9% 48.7%
Hot rolled steel bars, plates, and structural shapes 4.8% 6.5% 51.0%
Insulation materials -0.1% 0.1% 46.1%
Iron and steel 1.1% 9.2% 54.3%
Lumber and wood products 0.2% 1.8% 26.4%
Natural gas -2.8% 42.3% 43.3%
Plumbing fixtures and fittings 0.3% 8.2% 29.5%
Prepared asphalt, tar roofing, and siding products 2.2% 6.1% 49.6%
Softwood lumber 0.6% 5.2% 14.4%
Steel mill products 1.5% 13.1% 66.1%
Switchgear, switchboard, industrial controls equipment 0.1% 10.5% 63.2%
Unprocessed energy materials -2.5% -4.8% 52.2%

Source: Associated Builders and Contractors. Data as of September 10, 2025.5
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WHAT THIS MEANS FOR YOU

	+ Prepared asphalt pricing is influenced by its 
origin. If domestically produced, pricing may be 
more stable; however, most asphalt materials 
used in U.S. construction are imported from 
Canada. This reliance may result in delays 
based on current trade conditions and 
transportation costs.

	+ Lumber production in the U.S. is increasing, but 
domestic output still lags behind consumption. 
The U.S. remains the largest consumer of wood 
while producing comparatively little. Imports 
from Canada and China continue to dominate 
supply. A growing dependence on U.S. lumber 
producers may be contributing to shifts in 
pricing and availability.

	+ Conversely, crude petroleum prices have 
declined by 13.5%. This reduction benefits 
construction operations by lowering fuel costs 
for equipment and transportation. Petroleum 
is a key indirect cost driver, touching multiple 
stages of material processing and delivery.

	+ Tariff projections as of June indicate reduced 
imports from major suppliers including 
China, Canada, and Brazil. These changes are 
expected to impact availability and pricing 
across several construction inputs.4

	+ Iron and steel remain among the most critical 
materials for civil construction, with pricing 
and availability directly affecting large-scale 
infrastructure development.
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CONSTRUCTION ECONOMY 
FUTURE STATE

BACKLOG

Construction optimism is stable. Backlog indicators fell from July 2025, however the August year-over-year 
change is a 0.3 increase. A sign that this time last year less work was on the books for companies in total.7 
Fewer number of companies indicated there would be no change expectation to their profit margins when 
compared to year over year in august 2024. With a smaller variance anticipating a large profit margin dip.

CONSTRUCTION BACKLOG INDICATOR
Aug 
2025

Jul 
2025

Aug 
2024

1-Month Net 
Change

12-Month Net 
Change

Total 8.5 8.8 8.2 -0.3 0.3
INDUSTRY

Commercial and institutional 8.3 9.2 8.3 -0.9 0.0
Heavy industrial 11.0 5.1 7.6 5.9 3.4
Infrastructure 11.2 9.6 9.1 1.6 2.1

REGION
Middle States 8.3 8.0 7.7 0.3 0.6
Northeast 8.0 8.1 8.1 -0.1 -0.1
South 10.0 9.8 9.1 0.2 0.9
West 6.6 8.7 7.4 -2.1 -0.8

COMPANY SIZE
<$30 Million 7.1 7.9 7.1 -0.8 0.0
$30-$50 Million 9.7 9.2 8.7 0.5 1.0
$50-$100 Million 10.1 9.3 11.1 0.8 -1.0
>$100 Million 13.5 12.3 11.6 1.2 1.9

Source: Data from Associated Builders and Contractors Construction Backlog Indicator. Data from January 2024 to August 2025.8
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Larger contractors have strong backlog, even with the year-over-year change for those company sizes 
$50- $100 million. Contractors under $30M over the last 12 months have had the most variation in their 
backlog when compared to other company sizes. 

Source: Data compiled from Associated Builders and Contractors Construction Backlog Indicator. Data from January 2024 to 
August 2025.8
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CONSTRUCTCONNECT’S PROJECT STRESS INDEX

The construction industry experienced heightened stress in May, driven by a 30.3% spike in overall project 
abandonments, while delayed bids fell 1.9% and on-hold activity remained largely unchanged. Since the end 
of 2024, abandonment activity has surged 66.5%, compared to modest increases in bid delays (+4.3%) and 
a notable 18.5% decline in on-hold projects. Private sector abandonments were particularly severe, rising 
62.6% month-over-month and 92.2% year-over-year, marking the highest level since ConstructConnect began 
tracking data in 2019. Private projects placed on hold also climbed 23.1% over the past year, while public 
projects moved in the opposite direction, with abandonments flat and on-hold activity down 15.2%.

By August, stress indicators began to normalize, with the Project Stress Index (PSI) falling 5.9% month-
over-month, led by a 12.2% drop in on-hold activity, while abandonment and bid delays declined 4.9% and 
1.7%, respectively. Despite this improvement, the PSI remains 19% higher year-over-year, largely due to an 
88.2% increase in abandonment activity compared to historically low levels in 2024. These trends suggest 
the market is moving away from the elevated stress seen earlier in the year and returning to more typical 
patterns rather than signaling ongoing deterioration.

SUBCOMPONENT INDEX OF THE PSI

Delay Bid Date On Hold Abandoned

100.5

 
77.2 136.3

Source: ConstructConnect. Project Stress Index. Data as of August 2025.9
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CONSTRUCTION STARTS

The construction market showed modest growth in August, with total starts rising 1.7% to an annual 
rate of $1.23 trillion.6 While residential and nonbuilding sectors saw gains, nonresidential building starts 
declined, reflecting a mixed outlook amid economic uncertainty and reliance on large-scale megaprojects to 
sustain momentum.

Source: Dodge Data & Analytics. Data as of September 19, 2025.11

YEAR-TO-DATE CONSTRUCTION STARTS  
(Unadjusted totals, in billions of dollars)

8‑Month  
2025

8‑Month  
2024 % Change

Nonresidential Building $301 $291 3.4%

Residential Building $256 $270 -5.0%

Nonbuilding Construction $240 $222 8.1%

Total Construction $797 $783 1.9%
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AIA ARCHITECTUAL BILLINGS INDEX

The Architectural Billing Index (ABI), a leading indicator tracked by the American Institute of Architects, 
reflects whether architectural firms are billing more or less than the previous month, with readings above 50 
signaling growth and below 50 indicating contraction. Economic conditions in June were mixed with billing 
year-over-year almost unchanged. Staffing challenges persist across architecture firms: 64% report being 
appropriately staffed, while 24% are understaffed and 12% overstaffed.12 Understaffing is most pronounced 
among smaller firms and those in the South, with median gaps reaching 30% for firms with billings under 
$1 million. Overstaffing is more common among large firms and those specializing in multifamily residential 
projects, with median excess staffing at 10%. These dynamics underscore ongoing labor pressures and cost 
volatility within the industry.

The ABI has hovered around or below 50 for nine consecutive months, signaling a prolonged period of 
stagnant growth in architectural billings. This trend suggests that architects are producing fewer plans and 
design concepts, which could slow future construction starts. Since ABI serves as a leading indicator, its 
trajectory directly influences expectations for upcoming construction activity and spending.

NATIONAL ARCHITECTURE BILLINGS INDEX

Source: AIA/Deltek Architecture Billing Index. June 2025.12
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The construction industry is experiencing a period of mixed performance, with notable divergences 
across residential, nonresidential, and public spending sectors. Residential construction continues to 
face headwinds, with spending and employment declining steadily. Nonresidential construction, buoyed 
by data center projects and infrastructure demands, remains a bright spot despite broader economic 
uncertainty. Public construction spending has shown significant growth over the past three years, driven 
by government investments in infrastructure, though the recent government shutdown may introduce 
short-term disruptions. 

Material costs, including copper and natural gas, are rising, creating budgetary pressures for contractors, 
while declining crude petroleum prices offer some relief. Employment trends highlight a tightening 
labor market, with wage growth outpacing hours worked, particularly in nonresidential sectors. Backlog 
indicators suggest stability, though smaller contractors face greater variability in workload and profit 
margins. Stress indicators, including project abandonments and bid delays, are beginning to normalize 
after a volatile start to the year. 

Looking ahead, the construction industry is expected to face continued challenges from rising 
material costs, labor shortages, and economic uncertainty. Residential construction is likely to remain 
subdued, with limited growth prospects in the near term. Nonresidential construction, particularly in 
infrastructure and data centers, is expected to drive activity, supported by strong public spending and 
large-scale megaprojects. Public construction spending is forecasted to remain robust, with government 
investments in infrastructure providing stability despite potential political disruptions. 

The Architectural Billings Index suggests a prolonged period of stagnant growth in design activity, which 
may slow future construction starts. However, the industry’s resilience, supported by infrastructure 
demands and public spending, provides a foundation for cautious optimism. Contractors will need 
to adapt to rising material costs, shifting labor dynamics, and evolving market conditions to maintain 
profitability and sustain growth in the coming months.

IN SUMMARY
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