
 

 

 
Are we in a Recession? Vermeulens Market Update 
August 12, 2022 

Presenter 
 Blair Tennant, Principal, Vermeulens 

Macro to Micro Update, Vermeulens 
 we are in a theoretical recession (based on two quarters of decline in GDP) 
 NYSE reveals a 15% decline 
 oddly there are currently more jobs in the economy 
 large “tapering” aka decline in reserve assets to combat hyperinflation 
 historically it takes 4-5 Quarters for construction costs to flatten 
 commodity prices are coming down due to the increased value of the USD 
 futures are showing a decline in the price of structural steel 
 overhead and profit is the main driver of the price of steel 
 finished product prices continue to skyrocket; we anticipate a reduction soon due to the reduction in demand 
 AIA billings are still growing; decline in the northeast 
 construction labor continues to grow (32k new jobs in July) 
 put in place construction post 2020 is being driven by the residential sector 
 carry 6-10% annual escalation to procurement in 2022 and early 2023 
 carry 5-15% bidding contingency until volatility reduces to more normal levels 
 design add/deduct alternates in the 10% of construction cost range 
 prepurchase of long lead times 

Round Table Q&A Discussion on the State of the Market 
 it could cost more to prepurchase equipment; savings go into purchasing warranty 
 discussion on infrastructure spending 
 discussions on the impact of commodity pricing 
 the mega projects in Houston will have a significant impact on the bidding market 
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interim questions and comments via chat

slide deck, recording, summary notes; available on website

2022 forum dates will vary: minimum once per quarter

Logistics
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Vermeulens Economic Update

Round Table Discussion

Agenda
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2009 to 2019
+25.6%

2019 to Current
+2.5%

US Real GDP
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US Job Growth
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Federal Asset Monthly Purchase
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GDP (billions) and NYSE
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US Dollar Impact on Commodities
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US Dollar Impact on Steel
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Cost Increase Review
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Roofing



2022 Material and Equipment Supply Chain Outlook

14

Structural Steel Roofing HVAC Electrical Gear Plumbing

Engineered Bar Joists PolyISO Insulation AHUs/RTUs UL 1558 Switchgear Pipe & Fittings

Lead Time Price Lead Time Price Lead Time Price Lead Time Price Lead Time Price

32 weeks 48‐52 weeks 40‐50 weeks 52‐72 weeks 35‐45 weeks

Stable +8‐15% Stable +5‐10% Up 15% +15‐20% Up 20% +10‐20% Up Up 5‐10% 

Expected 
Trend

Current Lead 
Time

Expected Change                
(6‐12 months)

Most Troublesome Categories During 2021 & 2022

Updated: 7/12/22

Cover board lead times – 5‐6months
XPS & EPS lead times – 4‐5 months

Ductile Iron Pipe – 35‐45 weeks
HDPE Pipe – 12‐35 weeks

Lead times do not include 3‐4 months time to get an 
approved submittal



MEP Supply Chain Updates
Mechanical

• Trane – Announced 12% increase in January effective April 1st; Announced 18% increase on May 16th, effective May 16th  

-- 32% YTD

• Daikin – Struggling w/ semiconductor shortage affecting Skanska projects including; Scott’s Run, Block 250, WTCC, ZT, 
Chamberlain (Letter dated June 16th)

• ECMs – Still running 70+ weeks – AHUs using these fans are experiencing the longest lead-times

• VRF – Some components are in short supply, i.e. refnets from Daikin North America

• Ingenia – Continue to struggle with supply chain and factory labor; currently delaying Virginia Hospital Center (VHC) 
project

Electrical

• Switchgear – lead-times running as long at 80 weeks.  Data center owners are securing capacity through 2025.  Price 
escalation is 15-20% YTD.

• Eaton  – are delay delivery of order by 4-6 months in some cases, VHC.  Global shortage of circuit breakers due to 
semiconductor constraints.

• SquareD – Delaying TCCD in Texas 4 months; distribution panel released 9/21, committed 7/22, pushed to 11/22

• Panelboard – lead-time are running 40 weeks+

• ATS – lead-times are 51 weeks+
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What’s In Planning

•The Dodge Momentum Index (DMI) inched up 0.3% in June to hit a 14-year 
high for the benchmark that measures nonresidential building planning.



construction economists

US Construction Employment (thousands)

2010 – 2020
+2.1M (28%)

2020 – Current
+46K (+0.6%)

32K in July!!
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Construction Employment & Construction Unemployment Rate
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Year-Over-Year Construction Labor Growth
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Year Over Year Growth – Statewide
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Year Over Year Growth – Top Cities
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State Construction Labor (thousands)

Year-Over-Year 
Growth

Pandemic Impact
New York
(-8.9%)

Massachusetts
(+5.6%)
Georgia
(-2.1%)
Florida
(+1.8%)
National
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Year-Over-Year 
Growth

Pandemic Impact
Texas

(-0.5%)
Illinois
(0.0%)

California
(-0.5%)

Colorado
(+2.8%)
National
(-0.1%)

State Construction Labor (thousands)
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Year-Over-Year 
Growth

Pandemic Impact
New York City

(-7.9%)
Boston
(+5.1%)
Atlanta
(+1.8%)
Miami
(-0.2%)

National
(-0.1%)

City Construction Labor (thousands)
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Year-Over-Year 
Growth

Pandemic Impact
Dallas
(-1.6%)

Chicago
(+0.7%)

Los Angeles
(-0.5%)
Denver
(+2.2%)
National
(-0.1%)

City Construction Labor (thousands)
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US Construction Volume

2011 to 2020
Total +71%
Infra +43%
Res +119%
Non Res +54%

2020 to Current
Total +22%
Infra -6%
Res +55%
Non Res +1%0
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US Construction Volume

2011 to 2020
Total +71%
Infra +43%
Res +119%
Non Res +54%

2020 to Current
Total +22%
Infra -6%
Res +55%
Non Res +1%
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US Construction Volume



construction economists



construction economists

US Construction Volume
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Structural Steel Pricing
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US Construction Volume – Non Residential Spending
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US Construction Volume – Non Residential Spending
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Forecast
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Cost Index

Quarter Index % Change

2nd Quarter 2022 1283 2.23

1st Quarter 2022 1255 2.03

4th Quarter 2021 1230 1.91

3rd Quarter 2021 1207 1.68

2nd Quarter 2021 1187 1.28

1st Quarter 2021 1172 0.09

4th Quarter 2020 1171 0.00

3rd Quarter 2020 1171 ‐0.51

9.6%
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Vermeulens Construction Cost Index
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Vermeulens Construction Cost Index
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Escalation Forecast

2022 volatility remains high as we are building nationally near all-time highs

Supply chains continue to be stressed with construction demand soon to exceed all-time highs

Carry 6% - 10% annual escalation to procurement in 2022, and early 2023

Second half of 2023 may have lower inflation rate 

Carry 5% - 15% bidding contingency until volatility reduces to more normal levels

Design add/deduct alternates in the 10% of construction cost range

Continue design and get shovel ready

Continue to monitor Fed policies (interest rates) designed to reduce demand

Prepurchase of long lead items

Leverage strategic early procurement packages to reduce construction escalation impact
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Contingency

Project Contingency and Escalation Recommendations
design contingency

preliminary design 10% - 15%

schematic design 6% - 9%

design development documents 3% - 6%

contract documents

design alternates

0% - 3%

10% - 15%
construction contingency 3% - 5%

escalation, based on market outlook and local index 6% - 9%

bidding contingency 5% - 15%

project contingency (owner) 5% - 15%
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vermeulens.com

Thank you!
Check out our website for the latest construction market information

Design and Construction Market Outlook®

Twitter | LinkedIn | Facebook | YouTube | Vimeo
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