
The construction industry experienced plenty 

of positives in 2022, as seen by the growth in 

construction starts, particularly in the 

nonresidential and nonbuilding segments. 

Moreover, going into 2023, construction 

backlog is high, and some sectors that 

experienced major setbacks throughout 2020 

and 2021 due to the COVID-19 pandemic—

such as hotels and retail—look to be 

recovering. At the same time, however, labor 

shortages, elevated materials costs and supply 

chain snarls continue to challenge the 

industry. In addition, high inflation throughout 

2022 caused the U.S. Federal Reserve (“Fed”) 

to raise interest rates several times, which is 

impacting the construction industry as a 

whole and is having an outsized impact on the 

residential construction market. Overall, the 

economic environment is leading some to 

fear a recession in 2023. As a result of these 

factors, the construction industry’s 

performance will likely be tempered moving 

forward. However, analysts indicate that the 

industry’s strong backlog should help support 

the construction market through the year. 

Recent Industry Performance 

During 2022, total U.S. construction starts 

increased 15.0% compared to 2021, reaching 

$1.1 trillion, according to Dodge Data & 

Analytics (“Dodge Data”). Nonresidential 

construction starts grew by 38.0% year-over-

year, and nonbuilding construction starts rose 

19.0%, while residential construction starts 

fell by 3.0%. Richard Branch, chief economist 

for Dodge Construction Network—an 

umbrella brand which combines Dodge Data 

with the Blue Book Network—notes, “One of 

the key construction storylines for 2022 was 

the return of enthusiasm and optimism in 

prospects for nonresidential growth. While 

some of that will likely erode in 2023 as 

economic growth wanes, increased demand 

for some building types like data centers, labs, 

and healthcare buildings will provide a solid 

floor for the construction sector.” 

Looking to 2023, Dodge Data projects that 

total construction starts will remain flat at 

$1.1 trillion. That said, Branch notes that one 

of the overarching concerns for the 

performance of the U.S. construction industry 

going into 2023 is the possibility of a recession 

due to the fact that inflation is at its highest 

level in 40 years. However, for a variety of 

reasons—including the Fed’s decision to 

aggressively raise interest rates throughout 

2022 in an effort to combat high inflation—

Dodge Data’s forecast assumes that the U.S. 
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will narrowly avoid a recession. Still, Branch indicates that 

many construction sectors may “feel recessionary” in 2023.  

Moreover, Branch forecasts that, if a recession does occur in 

2023, it will likely be mild compared to the Great Recession in 

2008 and the downturn in 2001. “We don't view this 

[environment] as anything similar to what happened during 

the Great Recession or any cyclical periods in the past,” 

Branch says. “A couple of key reasons I would say that we feel 

this way is No. 1, the banking system is in great shape. And No. 

2, the housing market is woefully undersupplied,”  

In addition, Branch expects that the ongoing labor shortage 

will help the U.S. avoid a severe recession. “We all know how 

critically short of labor we are, not just in the construction 

industry, but in the economy as a whole. What I think happens 

here is that firms will be so afraid or concerned that if they let 

go of too many workers, they won't get them back when the 

economy starts to recover,” notes Branch. “Because of that, I 

don't think job cuts and job losses here in the first half of 

[2023] are going to be substantial enough to really push the 

economy that far south.”  

While the labor shortage may factor positively in helping the 

U.S. avoid a recession, it will likely continue to be a burden for 

the construction industry. Indeed, Branch indicates that the 

lack of workers may limit the number of projects that 

construction firms can do. Overall, Branch predicts that the 

skilled labor shortage is unlikely to improve much over the 

next five years, which he says will “put a ceiling on the amount 

of work we can get done in the industry, of course barring 

technological changes and barring productivity 

enhancements .” 

At the same time, though, the number of planned 

construction projects is at a 15-year high going into 2023. 

Moreover, materials pricing indexes are gradually improving 

after peaking in early 2022. While construction materials 

pricing is anticipated to remain elevated during the first half of 

2023, Branch suggests that prices will decline in the second 

half of the year.  

Notably, the results of the 2022 mid-term elections are 

expected to have a significant effect on the U.S. construction 

industry, according to Engineering News-Record (“ENR”). In 

2023, the Republicans will control the House of 

Representatives, while the Democrats will retain control of the 

Senate. ENR notes that the “split control and slim party 

majorities could be a prescription for legislative gridlock.” At 

the same time, though, during the 2022 mid-term elections, 

voters said “yes” to a majority of construction-related bonds 

and other ballot initiatives. According to S&P Global 

Intelligence, $57.0 billion out of $63.0 billion in ballot funding 

measures passed in November 2022, which was the most in a 

decade. 

Following is a more detailed look at the performance of the 

nonresidential, residential and nonbuilding construction 

sectors in 2022 as well as the forecast for 2023. 

Nonresidential Construction 

As mentioned previously, nonresidential construction starts 

increased by 38.0% in 2022, reaching $414.9 billion, 

according to Dodge Data. More specifically, institutional 

starts rose 19.0%, commercial starts grew 25.0% and 

manufacturing starts were up 185.0%. 

With regard to the outlook for 2023, despite Branch’s 

aforementioned optimism about several segments of the 

nonresidential construction sector, Dodge Data projects that 

total nonresidential construction will fall by 10.1%. 

Commercial construction starts are projected to drop by 

3.0% with specific segments seeing the following pattern: 

retail construction, up 4.1%; warehouse construction, down 

10.2%; hotel construction, up 2.5%; and office construction, 

down 0.6%. 

According to Branch, “We know the hotel sector is 

recovering, but office continues to be weak. So, there could 

be a demand element here saying we’re going to slow down 

these projects going through planning until we’re sure that 

market conditions are ripe enough for us to break ground.” 

In addition, warehouse construction, which boomed in 

2022, is expected to trend downward in 2023 due to the 

fact that Amazon—which comprises 16.0% of total 

warehouse construction—is pulling back on construction of 

its distribution centers. 

Meanwhile, the education and healthcare markets are 

returning to their pre-pandemic pace, says Branch. While 

total institutional construction starts are anticipated to 

remain flat in 2023, education construction starts are 

forecast to increase by 5.4% and healthcare construction 

starts are projected to rise by 13.7%. Within the education 

segment, most of the construction will be new laboratory 



space, while K-12 and college construction will remain flat. 

Looking at the healthcare segment, Branch anticipates an 

uptick in construction of walk-in clinics in residential areas, 

though the construction of inpatient facilities and nursing 

homes will also likely be robust. 

Further, manufacturing construction starts are forecast to 

be down by 42.7% in 2023. However, Branch notes that the 

value of manufacturing starts in 2023 is projected to be very 

strong by historical standards. Indeed, if not for the 185.0% 

increase in manufacturing construction starts that took 

place in 2022—due to the onshoring of chip manufacturing 

plants which was incentivized by both the CHIPS and Science 

Act as well as the Inflation Reduction Act—manufacturing 

construction would be seeing a record number of starts in 

2023. 

At the same time, the American Institute of Architects 

(“AIA”) has a more optimistic view of the nonresidential 

construction market going into 2023. In a January 2023 

forecast, the AIA anticipates that construction spending will 

continue to grow in 2023, albeit at a more moderate pace. 

According to the AIA’s Consensus Construction Forecast 

Panel (“Panel”)—which is an average of the forecasts issued 

by eight leading economists—total nonresidential 

construction spending is projected to increase by 5.8% in 

2023, with specific construction segments recording the 

following pattern: total commercial construction, up 2.6%; 

office construction, down 0.5%; retail and other commercial 

construction, up 3.0%; hotel construction, up 9.5%; total 

industrial construction, up 15.1%; total institutional 

construction, up 4.1%; health construction, up 5.5%; 

education construction, up 3.0%; religious construction, 

down 0.4%; public safety construction, up 4.9%; and 

amusement and recreation construction, up 5.3%. 

The AIA notes that the continuing challenges of high 

inflation and rising interest rates as well as ongoing supply 

chain issues will negatively impact the construction industry 

moving forward but will do so at “a considerable lag.” 

Indeed, the construction projects that are currently 

underway will most likely continue to completion; however, 

the AIA notes, “…signs of a construction slowdown are 

emerging.” The slowdown is expected to occur in the latter 

half of 2023 and will likely continue into 2024. Most notably, 

the slowdown is anticipated to impact the commercial 

sector more so than the institutional sector. According to 

the AIA, “The two key pillars of the institutional market—

healthcare and education—are projected to have relatively 

healthy years [in 2024].” 

Indeed, the Panel projects that, in 2024, nonresidential 

construction spending growth will slow to just 0.8%, with 

specific segments seeing the following pattern: total 

commercial construction, down 1.4%; office construction, 

down 0.7%; retail and other commercial construction, down 

2.9%; hotel construction, up 5.3%; total industrial 

construction, up 0.4%; total institutional construction, up 

3.8%; health construction, up 3.2%; education construction, 

up 4.6%; religious construction, up 0.2%; public safety 

construction, up 4.6%; and amusement and recreation 

construction, up 2.4%. 

Residential Construction 

Dodge Data indicates that residential construction starts fell 

3.0% in 2022, reaching $414.5 billion. Specifically, single-

family starts were down 13.0% year-over-year, while 

multifamily starts increased 25.0%. 

At the same time, the National Association of Home Builders 

(“NAHB”) reports that, during 2022, total housing starts 

reached 1.55 million, a 3.0% decrease from the 1.60 million 

housing starts recorded in 2021. Broken down further, single

-family starts totaled 1.0 million in 2022, down 10.6% from 

2021, while multifamily housing starts were up 15.1% year-

over-year. Notably, during 2022, the pace of multifamily 

housing starts exceeded 500,000 for the first time since the 

Great Recession. Moreover, the NAHB notes that, on a 

regional basis, total housing starts were up 5.0% year-over-

year in the Northeast but were down 5.7% in the Midwest, 

1.6% in the South and 7.2% in the West. 

Moving forward, according to Dodge Data, total residential 

construction starts are projected to increase by 0.4% in 

2023, with single-family housing starts down 0.1% and 

multifamily housing starts up 1.4%. Moreover, in units, 

single-family housing starts are forecast to fall by 6.0%, 

while multifamily housing starts are anticipated to decline by 

9.0%. Dodge Data suggests that rising interest rates are 

weakening the residential market going into 2023. 



Dodge Data’s Branch anticipates that, during 2023, 

increased pricing will continue to affect the residential 

market. He says, “The labor market is very solid; income 

growth is okay. The Millennial age bracket is in the prime 

home buying years, but that lack of supply has pushed home 

prices higher and with higher mortgage rates, that has 

pushed housing affordability to the worst it's been in almost 

15 years.” While Branch expects that mortgage rates will 

stabilize after the first quarter of 2023, supply will likely 

remain limited, which will keep prices high.  

In any case, Branch notes that the U.S. residential market is 

still robust in a historical context. He projects that the  

single-family housing market will reach its nadir late in the 

first quarter or early in the second quarter of 2023. 

Although the overall housing market is expected to decline 

in 2023, by late 2023, Branch says that “we’ll start to see 

some improvements…” 

Meanwhile, according to the NAHB, housing starts are 

forecast to decline by 16.3% in 2023, with single-family 

starts down 16.0% and multifamily starts down 16.7%. 

“Housing demand is weakening,” says Danushka 

Nanayakkara-Skillington, assistant vice president for 

forecasting and analytics at the NAHB. 

At the same time, project information firm 

ConstructConnect forecasts that residential construction’s 

total dollar value will decline by 0.4% in 2023. 

With regard to the remodeling market, according to the 

Leading Indicator of Remodeling Activity (“LIRA”), published 

by the Remodeling Futures Program at the Joint Center for 

Housing Studies of Harvard University, spending on home 

improvements and repairs will likely grow modestly in 2023, 

to an estimated $485.0 billion. Indeed, the LIRA forecasts 

that spending gains will slow from 16.3% in 2022 to just 

2.6% in 2023. Overall, home remodeling will likely slow due 

to a number of factors, including concerns about a recession 

as well as slowdowns in existing home sales, mortgage 

refinancing activity and house price appreciation. This 

environment is anticipated to cause homeowners to focus 

on smaller, necessary projects instead of higher cost, 

discretionary projects. 

Nonbuilding Construction 

According to Dodge Data, nonbuilding construction starts 

increased 19.0% in 2022, reaching $245.9 billion. Every 

sector saw growth in 2022: environmental public works 

starts expanded by 15.0%; utilities/gas plants starts rose by 

26.0%; highway and bridge starts were up by 25.0%; and 

miscellaneous nonbuilding starts increased by around 1.0%.  

Looking ahead, according to Dodge Data, total nonbuilding 

construction starts are projected to gain 15.6% in 2023. 

More specifically, Dodge Data forecasts that highway and 

bridge construction starts will rise by 20.0%; environmental 

public works starts will increase by 14.5%; other nonbuilding 

construction starts will grow by 17.8%; and power plants, 

gas and communications starts will climb by 7.4%.  

Meanwhile, the American Road & Transportation Builders 

Association (“ARTBA”) projects that total spending for 

highway and bridge construction will grow by 13.4% in 2023. 

“Historically, transportation construction investment is not 

significantly impacted by short term recessions in the U.S. 

economy, as most state and local government budgets are 

already in place,” says Alison Black, senior vice president and 

chief economist of the ARTBA. 

Moreover, ENR notes that, since November 2021, when the 

Infrastructure Investment and Jobs Act (“IIJA”) was signed by 

President Biden, federal agencies have announced or 

distributed over $185.0 billion in funding for approximately 

6,900 individual IIJA projects. For instance, according to 

ENR, through November 2022 (latest available), the U.S. 

Department of Transportation’s Federal Highway 

Administration distributed $120.0 billion in road and bridge 

funding, which was apportioned to individual states using a 

formula created by the IIJA. Dave Bauer, president and CEO 

of the ARTBA, says, “The formula money has worked really 

well. They got that money out. They made it available and 

we’re already seeing really tangible impacts and benefits in 

every community from those formula dollars.” 



In addition, according to the ARTBA, during the November 

2022 mid-term elections, U.S. voters approved 88.0% of 380 

state and local transportation funding measures, which 

produced approximately $19.6 billion in both one-time and 

recurring revenue for infrastructure projects. Moreover, the 

American Public Transportation Association indicates that 14 

of 19 key ballot measures backing transit passed, which is 

set to generate more than $4.0 billion. “Voters remain 

committed to investing their tax dollars in better streets, 

roads, bridges, and transit systems even in the face of 

record inflation and high gasoline prices,” says Carolyn 

Kramer Simons, director of the ARTBA’s Transportation 

Investment Advocacy Center.  

Further, the U.S. Environmental Protection Agency has 

received $55.4 billion in IIJA funding for drinking water and 

wastewater treatment and environmental cleanup. 

According to Pumps & Systems, “This is, to date, the largest 

investment made in water infrastructure by the federal 

government.” In addition, the General Services 

Administration has received $3.4 billion to construct and 

update 26 land ports of entry; the agency indicates that it 

has already allocated approximately $130.0 million for the 

projects. Moreover, according to ENR, on November 18, 

2022, the Biden administration granted $13.0 billion in 

financing to states and utilities to make upgrades to the U.S. 

power grid; the administration notes that this is a “down 

payment” on over $20.0 billion in IIJA funding that will 

support the modernization and buildout of transmission and 

distribution lines.  

Due to the fact that the IIJA provides for funding over five 

years, the benefits the construction industry will see from 

this legislation will continue. Bauer notes, “There are going 

to be five years’ worth of money and five years’ worth of 

benefits and it was not all going to accrue in Year One,” 

adding, “We’re seeing an impact and I think we’re going to 

see more of an impact [in 2023] and even more in the years 

ahead.” Meanwhile, Dodge Data’s Branch notes that just 

19.0% of funding from the IIJA has been allocated so far, 

which leaves plenty of room to fund new projects. According 

to Branch, 2023 and 2024 will be the best years for 

infrastructure construction; however, if appropriation delays 

continue, project momentum will slow at least through 

2023. 

Construction Industry Trends/Drivers 

Major trends and drivers currently impacting the 

construction industry include the following: 

• Elevated Materials Costs – According to the U.S. Bureau 

of Labor Statistics (“BLS”), construction input prices 

increased 7.9% in December 2022 when compared to 

December 2021. While prices fell year-over-year for iron 

and steel, steel mill products and softwood lumber, 

prices for all other construction inputs rose. At the same 

time, though, construction input prices fell 2.7% month-

over-month in December 2022, which was the largest 

monthly decrease since April 2020. According to 

Construction Dive, “…monthly declines are a welcome 

sign that the worst of pandemic-era inflation may be 

slowing.” Moreover, during December 2022, the 

Producer Price Index posted the lowest yearly increase 

since January 2021. However, a survey from the 

Associated General Contractors of America (“AGC”) 

found that most contractors anticipate that construction 

materials costs will remain elevated in 2023. According 

to Ken Simonson, chief economist at the AGC, 

“Contractors are right to rank materials costs as a major 

concern for 2023.” Indeed, some construction materials 

prices, such as hot-rolled coil steel, rose in January 2023, 

while insulation and tile producers recently announced 

price increases for February 2023. Moreover, Simonson 

projects that prices for copper and aluminum will rise 

“soon.” 

• Labor Shortages and Construction Unemployment – 

During 2022, construction industry employment rose by 

231,000 jobs, or 3.1%, according to the BLS. At the same 

time, as December 2022 came to a close, the 

construction unemployment rate increased to 4.4%. 

“This employment report indicates that contractors 

collectively remain in expansion mode despite rising 

costs of capital and fears of recession,” says Anirban 

Basu, chief economist for Associated Builders and 



Contractors (“ABC”). “Consistent with upbeat 

assessments of construction activity late last year, 

nonresidential contractors continue to ramp up staffing 

in the context of elevated backlog.” However, according 

to an AGC survey, 91.0% of contractors had difficulties 

finding workers to fill open positions in 2022. Survey 

respondents had the most trouble finding pipelayers 

(89.0% of respondents), mechanics/millwrights (87.0%), 

carpenters (85.0%), plumbers (82.0%), construction 

managers (81.0%) and electricians (79.0%). Alison Tripp, 

national recruiting lead for Redwood City, CA-based DPR 

Construction, says that she does not anticipate the 

construction labor shortage to resolve anytime soon. As 

more experienced workers retire, the construction 

industry will likely face even more difficulties finding, 

recruiting and retaining workers at all levels of 

experience. “Currently, there are over 25% more 

construction opportunities available than qualified 

people to fill them throughout the industry,” Tripp 

notes. “The trends for 2023 and beyond are showing 

that this gap will be there for several years to come.”  

• Contractors Remain Confident As Backlog Indicator Stays 

Elevated – ABC reports that their “Construction Backlog 

Indicator,” which includes commercial, institutional, 

heavy industrial and infrastructure construction, was at 

9.2 months in December 2022, unchanged from 

November 2022 and one month higher than in 

December 2021. Notably, 9.2 months is the highest level 

that backlog has reached since the second quarter of 

2019. Meanwhile, all three metrics measured by ABC’s 

“Construction Confidence Index”—sales, profit margins 

and staffing—remained above 50.0 in December 2022, 

which indicates that contractors anticipate growth 

during the first six months of 2023. However, all three 

indices were down in comparison to the readings in 

December 2021, and the index for staffing was down 

when compared to November 2022’s reading. 

“Contractors enter the new year with plenty of 

optimism,” notes ABC’s Basu. “Backlog remains 

elevated, which means that, even if the economy were 

to enter recession this year, contractors would likely be 

insulated from significant harm. Rather than fixate on 

the possibility of a recession, many contractors remain 

focused on growth, with expectations for rising sales 

and staffing levels over the next half year. Even the 

reading on profit margins increased this month, perhaps 

reflecting an improved supply chain.” At the same time, 

though, Basu notes that contractors “may soon show 

more concern. Anecdotal evidence suggests that 

financing commercial real estate projects is more 

difficult, due in part to recession predictions. The 

general increase in the cost of capital has also 

jeopardized many projects, with certain contractors 

noticing an increase in postponements.”  

• Civil Contractor Optimism Falls Slightly – According to 

Dodge Data, 53.0% of civil contractors surveyed in 

October 2022 (latest available) anticipated that revenue 

would increase in the following 12 months, down from 

66.0% in July 2022. Further, 45.0% projected that profit 

margins would rise in the following 12 months, down 

from 51.0%. Dodge Data notes, “In a normal market, 

these levels of expectation in revenue and profit 

margins would be powerful. However, the decreases in 

those expectations, as compared to the previous 

quarter, are noteworthy for the lack of correlation to 

current data indicating the volume of work.” Indeed, 

backlog for civil contractors was considered “ideal” in 

the October 2022 survey, and 77.0% of respondents 

reported “very high” levels of confidence in work 

volumes moving forward. However, the anticipation of 

an economic downturn, ongoing supply chain challenges 

and high materials costs have made civil contractors 

slightly more cautious about revenue and profit margins 

in the near future . 

• NAHB Builder Confidence Survey – The NAHB/Wells 

Fargo Housing Market Index (“HMI”) increased by four 

points to 35.0 in January 2023 as interest rates fell 

slightly. (The HMI measures builder perceptions for the 

following six months on a scale of “good,” “fair” or 

“poor.” Any reading above 50.0 indicates that builders 

view the outlook as positive.) Moreover, all three indices 

of the HMI—current sales conditions, sales expectations 

and traffic of prospective buyers—registered increases 



in January—the first time they have done so since 

December 2021. “It appears the low point for builder 

sentiment in this cycle was registered in December, 

even as many builders continue to use a variety of 

incentives, including price reductions, to bolster sales,” 

says Jerry Konter, chairman of the NAHB. “The rise in 

builder sentiment also means that cycle lows for permits 

and starts are likely near, and a rebound for home 

building could be underway later in 2023.” However, 

builder sentiment remains down due to a number of 

factors, including high materials costs and supply chain 

disruptions. Regardless, Robert Dietz, the NAHB’s chief 

economist, projects, “In the coming quarters, single-

family home building will rise off of cycle lows as 

mortgage rates are expected to trend lower and boost 

housing affordability. Improved housing affordability will 

increase housing demand, as the nation grapples with a 

structural housing deficit of 1.5 million units.”  

• AGC’s 2023 Construction Outlook National Survey – 

While AGC found that contractors are generally 

optimistic about 2023, they have several areas of 

concern as well. In the AGC’s 2023 Construction Outlook 

National Survey, contractors were asked to select any 

areas that concern them with regard to the upcoming 

year. Not surprisingly, the three biggest areas of concern 

to contractors are an economic slowdown/recession 

(cited by 74.0% of survey respondents); material costs 

(73.0%); and insufficient supply of workers or 

subcontractors (70.0%). Other worries identified by AGC 

include rising interest rates/financing costs (cited by 

67.0% of survey respondents); project delays due to 

availability/supply chain issues (63.0%); rising direct 

labor costs (pay, benefits, employer taxes, etc.) (63.0%); 

worker quality (53.0%); other costs (trucking, insurance, 

design or other services) (37.0%); project delays due to 

government review/permitting/inspection delays 

(28.0%); inadequate construction career education and 

training (27.0%); increased competition for projects 

(27.0%); federal regulations (21.0%); state and local 

regulations (19.0%); not enough private sector work 

(19.0%); impact of immigration policy on labor supply 

(14.0%); safety (14.0%); and inadequate funding for 

public building projects (10.0%). “Even when we’ve had 

recessions or slow growth expectations for the 

economy, contractors are by nature optimists,” notes 

AGC’s Simonson. “But it is notable that in nearly all of 

these categories, particularly on the private side, 

contractors have lower net positive readings or deeper 

negative readings than they did in previous years.” 

• Employee Stock Ownership Plans (“ESOPs”) Help 

Construction Companies Through a Challenging 

Economic Environment – In Prairie’s 3rd Annual 

Construction Survey, published in January 2023, survey 

respondents from employee-owned construction 

companies reported that having an ESOP is helping their 

firms navigate through the difficult economic 

environment facing the industry. In some cases, having 

an ESOP aids employee retention, especially at 

construction firms that educate their employee-owners 

about the ESOP on a regular basis and/or have strongly 

articulated values and culture. In addition, respondents 

to Prairie’s 3rd Annual Construction Survey said that 

their employee ownership culture has led their 

workforce to step up in significant ways to help mitigate 

cost increases and combat labor shortages. For more 

information on trends in employee-owned construction 

companies, see Prairie’s 3rd Annual Construction Survey. 

• Artificial Intelligence (“AI”) – According to Construction 

Dive, 2023 will be the year that AI rises to prominence in 

the construction industry. When AI is used in the 

construction industry, it can reduce errors, prevent 

jobsite injuries, train workers, design buildings and 

enhance sustainability. AI may even be able to solve 

some of the industry’s labor issues as the technology 

can, in some cases, be used to replace workers. 

“Artificial intelligence will transform our industry in the 

next 10 years more than any other technology in the 

past 100 years,” notes James Barrett, chief innovation 

officer for Turner Construction. “It’s going to be huge 

because it has such broad application in so many cases. 

It’s not a question of if. It’s a question of when.” 

Recent M&A Trends for the Construction Industry 

In light of a number of financing challenges—including the 

aforementioned rising interest rates and the potential for a 

recession—merger and acquisition (“M&A”) activity slowed 

significantly in 2022, according to The Wall Street Journal 

(“WSJ”). Globally, the total value of deals announced 

declined 37.0% in 2022, down from a record high of $3.6 
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trillion in 2021 and the largest year-over-year drop since 

2001. At the same time, though, the WSJ indicates that 2022 

M&A activity was “roughly in line” with pre-pandemic levels. 

Similarly, within the engineering and construction industry, 

M&A activity slowed in 2022 after reaching record highs in 

2021, according to PwC. During 2022, deal values decreased 

as a result of fewer billion-dollar-plus deals, but deal activity 

remained historically strong and in line with pre-pandemic 

levels. PwC reports that, during the first quarter of 2022, 

engineering and construction deal value totaled $30.0 

billion, and deal volume reached 779. Then, during the next 

three quarters, activity saw the following pattern: the 

second quarter of 2022, $35.0 billion in value and 759 in 

volume; the third quarter of 2022, $19.0 billion in value and 

653 in volume; and the fourth quarter of 2022, $6.0 billion 

in value and 213 in volume. 

While deal activity in the construction sector has 

decelerated over the past several months, a number of 

transactions took place, including the following: 

• NV5 Acquires Intrepid Engineering LLC (“Intrepid”) – In 

November 2022, Hollywood, FL-based technology 

solutions provider NV5 acquired Las Vegas, NV-based 

Intrepid, which mainly focuses on the design of 

mechanical, electrical and plumbing (“MEP”) systems. 

“Intrepid diversifies our MEP practice in Las Vegas 

beyond the hospitality industry and introduces us to 

clients in industries such as healthcare and education 

who can benefit from NV5’s service portfolio,” says 

Dickerson Wright, chairman and CEO of NV5. “Intrepid’s 

principals are board certified licensed professional 

engineers in mechanical and electrical engineering and 

will enhance our technical resources in this high-growth 

geographical area.” 

• Construction Partners, Inc. Acquires Ferebee Corporation 

(“Ferebee”) – Dothan, AL-based Construction Partners, a 

civil infrastructure company specializing in roadways 

across six southeastern states, acquired hot-mix asphalt 

and paving company Ferebee in December 2022. 

Ferebee currently operates three hot-mix asphalt plants 

in the Charlotte, NC, area. “We are pleased to welcome 

Ferebee Corporation to the Construction Partners family 

of companies, expanding our geographic footprint into 

western North Carolina,” notes Fred J. Smith III, president 

and CEO of Construction Partners, continuing, “As a 

platform acquisition, Ferebee creates another engine for 

growth driven by a talented and experienced team under 

the leadership of Chris and David Ferebee. This new 

platform company will capitalize on opportunities from 

the rapid growth occurring in the greater Charlotte/Rock 

Hill markets and surrounding areas. Through our two 

platform companies in North Carolina, we are now better 

positioned to serve the infrastructure needs of one of the 

fastest growing states in the country.” 

• Installed Building Products (“IBP”) Acquires ABS Insulating 

Company  – In December 2022, Columbus, OH-based IBP 

acquired ABS Insulating Company, Inc., ABS Sprayfoam 

Insulation, Inc., and ABS Coastal Insulating Company, LLC 

(collectively, “ABS”). Based in Indian Trail, NC, ABS installs 

fiberglass insulation, spray foam insulation and gutters in 

new residential projects in the greater Charlotte, NC, and 

Myrtle Beach, SC, markets. According to Jeff Edwards, 

chairman and CEO of IBP, “With approximately $21 

million of annual revenue, ABS is a well-established 

installer throughout the greater Charlotte and Myrtle 

Beach markets and helps solidify our presence in these 

compelling geographies.” Notably, Edwards indicates that 

acquisitions are “a key component of our growth strategy 

and we continue to have a robust pipeline of 

opportunities across multiple geographies, products, and 

end markets.”  

• The Hagerman Group (“Hagerman”) Acquires F.W. Owens 

Company (“F.W. Owens”) – Hagerman, a general 

contracting firm in Kentucky and Indiana, acquired 

Louisville, KY-based general contracting firm F.W. Owens 

in December 2022. “We’re thrilled to add the talented 

people and 95 years of F.W. Owens experience to the 

Hagerman family of companies,” says Jeff Hagerman, 

chairman of Hagerman. “From the vertical markets we 

serve to our self-performance capabilities, there is 

incredible synergy between our two companies, which is 

why this deal makes sense. It also cements Hagerman’s 

commitment to our Kentucky operations. We’re anxious 

to put this combined strength to work for new and 

existing clients.” 



Moving forward, overall M&A activity is forecast to pick up 

pace in 2023, according to the WSJ. However, when this 

movement occurs remains to be seen and will depend on 

the Fed and any future interest rate increases. Complicating 

matters is the heightened scrutiny of M&A activity by the 

U.S. Federal Trade Commission (“FTC”). In 2022, the FTC 

issued 42 more letters of investigation for mergers and 

other similar transactions than they did in 2021. Notably, 

the number of letters was almost double the amount issued 

in 2020 and was the largest amount in more than a decade. 

FTC Chairwoman Lina Khan says that the questioning of 

mergers is necessary to prevent the reduction in 

competition that has been seen in recent years. Critics argue 

that this heightened scrutiny will increase the risks and 

expenses of doing deals. 

Specifically, with regard to the construction industry, PwC 

anticipates that deal activity will likely rebound during the 

second half of 2023 if both interest rate increases and 

inflation abate. Looking longer-term, industry analyst 

IBISWorld anticipates that M&A activity in the construction 

sector will increase through 2027 as larger construction 

firms look to expand their market share across different 

geographic regions and construction subsectors. 

Construction Industry Trends  

Source:  Construction Dive and Rider Levett Bucknall 
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Source: Construction Dive and Dodge Data & Analytics  

The Bureau of Labor Statistics releases job gains or losses in the 

industry and divides the figures into residential and nonresidential 

sectors. 

While often revised in subsequent months, construction spending 

figures each month from the U.S. Commerce Department examine 

the private and public construction sectors. Within the private sector, 

the report tracks single-family residential, multifamily residential and 

nonresidential starts. 

The Associated Builders and Contractors’ backlog indicator is a forward-

looking economic metric that reflects the amount of work under 

contract that will be performed by commercial and industrial 

construction contractors in the months ahead.  

Source: Construction Dive and U.S. Census Bureau 

Dodge Data & Analytics measures the seasonally-adjusted value of 

total U.S. construction starts each month, as well as the value of 

starts in nonresidential, residential and nonbuilding categories. 

Source: Construction Dive and U.S. Bureau of Labor Statistics  

Source: Construction Dive and Associated Builders and Contractors 



 

Publicly-Traded Construction Companies 

Construction Index Performance vs. S&P 500 

Despite significant declines in March 2020, the construction industry has rebounded and is now trading in line with 

the S&P 500.  

Note: Valuation data as of 2/14/2023 

Sources: S&P Capital IQ and public data 



Sources: S&P Capital IQ and public data 
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