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Today’s Agenda

• Macroeconomic overview

• Multifamily outlook 

• Nonresidential outlook

• Valve specification rates

• Questions



U.S. Macroeconomic Overview
Key Economic Forecasts

GDP
2016: 1.6%
2017: 2.3%
2018: 2.6%

Unemployment Rate
2016: 4.9%
2017: 4.4%
2018: 4.2%

CPI
2016: 1.3%
2017: 2.2%
2018: 2.5%

Fed Funds Rate
2016: 0.40%
2017: 0.98%
2018: 1.92%

Economic growth to be accelerate in 2017 and 2018

Source: Bureau of Economic Analysis



Relative Size of U.S. Construction Starts Market

2016 size of market - $698 billion



U.S. Macroeconomic Overview

Demand for CRE loans falling and standards tightening

Source: U.S  Federal Reserve Board



U.S. Construction Market Indicators

The Dodge Momentum Index offers insight on what’s ahead

The Dodge Momentum Index tracks the
first (or initial) report for nonresidential
projects at the planning stage.



Recovery in Place, But a Long Road Back

Nonresidential construction market cycles



U.S. Multifamily Outlook



U.S. Multifamily Housing Starts

Multifamily cycle shifted in 2016 after six years of growth

Source: Dodge Data & Analytics

➢Rental markets remain tight

➢Demographics key



U.S. Multifamily Housing Starts

Multifamily vacancy rates have started to rise

Source: CB Richard Ellis Econometric Advisors

2017Q1 = 5.0%

2009 Cyclical High = 7.3%



U.S. Multifamily Housing Starts

Highest and lowest multifamily vacancy rates – 2017Q1

Source: CB Richard Ellis Econometric Advisors



U.S. Multifamily Housing Starts

Expenditures on rented housing by demographic group

Source: Bureau of Labor Statistics

➢Millennial support for multifamily housing is 
slipping, but rising for other stratifications



U.S. Multifamily Housing Starts

Top metros in 2016 ranked by dollar value

Source: Dodge Data & Analytics



U.S. Multifamily Housing Starts

Year-to-date largest multifamily projects – through May 2017

Source: Dodge Data & Analytics



Commercial Construction Outlook



U.S. Commercial Building Starts

Commercial construction has made great progress

Source: Dodge Data & Analytics

Includes stores, offices, warehouses, hotels, parking, and manufacturing

➢Moderate pace of growth to 
continue through 2018 



U.S. Retail Building Starts

Store construction making slow progress due to weak single family starts

Source: Dodge Data & Analytics

➢Online sales gaining market share

➢ Extreme discounters expanding

➢ Store renovations higher share of 
activity



U.S. Retail Building Starts

Retail vacancy rates are falling … slowly

Source: CB Richard Ellis Econometric Advisors

2017Q1 = 10.1%

2005 Cyclical Low = 7.4%



U.S. Retail Building Starts

Renovations becoming more significant portion of total work

Source: Dodge Data & Analytics



U.S. Retail Building Starts

Retail chains in 2016 ranked by starts value

Source: Dodge Data & Analytics



U.S. Warehouse Building Starts

Warehouse construction continues to see healthy growth

Source: Dodge Data & Analytics

➢Regional distribution centers driving growth

➢ Improved logistic management

➢ Strong dollar/weak global economies



U.S. Warehouse Building Starts

Warehouse vacancy rate ticks up

Source: CB Richard Ellis Econometric Advisors

2017Q1 = 8.0%

2007 Cyclical Low = 9.8%



U.S. Warehouse Building Starts

Year-to-date largest warehouse projects – through May 2017

Source: Dodge Data & Analytics



U.S. Office Building Starts

Construction sputters, but moves forward

Source: Dodge Data & Analytics

➢Data centers/HQs driving growth

➢ Speculative development pickup up



U.S. Office Building Starts

Office vacancy rates move higher in 17Q1, but employment also up

Source: CB Richard Ellis Econometric Advisors

2017Q1 = 13.0%

2007 Cyclical Low = 12.4%



U.S. Office Building Starts

Highest and lowest vacancy rates – 2017Q1

Source: CB Richard Ellis Econometric Advisors



U.S. Office Building Starts

Honey, I Shrunk the Cubicle…

Source: Dodge Data & Analytics/ Bureau of Labor Statistics



U.S. Office Building Starts

Year-to-date largest office projects – through May 2017

Source: Dodge Data & Analytics



U.S. Manufacturing Building Starts

How much manufacturing will come back to U.S?

Source: Dodge Data & Analytics

➢ Effect from “Trump-bump”

➢ Strong dollar affecting traditional 
manufacturing

➢ Some petro plants moving 
forward as prices global prices 
stabilize and demand increases



U.S. Manufacturing Building Starts

Strong dollar having effect on manufacturing output

Source: U.S. Federal Reserve Board

2016: A mixed year for manufacturing

Production: +0.3%
Employment: -0.2%
Capacity Utilization: 75%



U.S. Manufacturing Building Starts

Year-to-date largest manufacturing projects – through May 2017

Source: Dodge Data & Analytics



Institutional Construction Outlook



U.S. Institutional Building Starts

Institutional buildings are beginning to turn corner

Source: Dodge Data & Analytics

➢ Stirrings of improved public 
finances are enhancing outlook



U.S. Education Building Starts

Education building starts on the move

Source: Dodge Data & Analytics

➢Recent large bond measures

➢University spending skewed 
towards amenities



U.S. Education Building Starts

K-12 starts are larger, but more volatile than college/university starts

Source: Dodge Data & Analytics

➢ In 2016, sq ft. for K-12 was 
nearly 4 times the size of the 
post-secondary market

➢ Back in 2000, it was more than 7 
times the size of college starts



U.S. Education Building Starts

Enrollment growth ultimately drives activity for many segments

Source: National Center for Education Statistics

➢College enrollments surged during the 
recession, but has slowed in the face of 
an improving job market

➢High school 
enrollments will 
grow faster in this 
decade



U.S. Education Building Starts

Public school enrollment growth is strongest in South and West

Source: National Center for Education Statistics

K-12 Public School Enrollment Growth

2013-2025, Percent Change



Top College Endowments

Stock market volatility caused endowment growth to decline 1.9% in FY2016

Source: National Association of College and University Business Officers

National

Ranking
Institution

FY 2016

($, billions)

FY 2015

($, billions)

Percent

Change

1 Harvard University 34.4 36.4 -5

2 Yale University 25.4 25.6 -1

3 The University of Texas System 24.2 24.1 1

4 Stanford University 22.4 22.2 1

5 Princeton University 22.2 22.7 -3

6 Massachusetts Institute of Technology 13.2 13.5 -2

7 University of Pennsylvania 10.7 10.1 6

8 Texas A&M 10.5 10.4 1

9 University of Michigan 9.7 10.0 -2

10 Northwestern University 9.6 10.2 -5



U.S. Education Building Starts

College amenity construction fueled by stock market gains

Source: National Association of College and University Business Officers

*2017 Data through May



U.S. Education Building Starts

Year-to-date largest education projects – through May 2017

Source: Dodge Data & Analytics



U.S. Healthcare Building Starts

Recovery in healthcare facilities kept on hold

Source: Dodge Data & Analytics

➢Uncertainty affecting activity

➢ Long-term support from demographics 
and new technology

➢ Election/Congress impact



U.S. Healthcare Building Starts

Top states for total and age 65+ population growth from 2010-2030

Source: Moody’s Analytics



U.S. Healthcare Building Starts

Year-to-date largest healthcare projects – through May 2017

Source: Dodge Data & Analytics



Total Construction Outlook



U.S. Total Construction Starts

Total Construction to rise 5% in 2017 and 6% in 2018

Source: Dodge Data & Analytics



U.S. Total Construction Starts

Total construction is expected to be up 5% in 2017 and 6% in 2018

Source: Dodge Data & Analytics



Multifamily and Commercial Building Specification Data

Valve specification rates through 2017Q2

Source: Dodge Data & Analytics



Mfg and Institutional Building Specification Data

Valve specification rates through 2017Q2

Source: Dodge Data & Analytics



Thank You! www.linkedin.com/in/RichBranch1

RichardBranch1

Follow me for more 
construction news:


