

Construction funding, energy, insurance, tax relief bills go to Bush; Reed, Dodge differ
In the past 24 hours, Congress has completed action on several major bills that affect construction. Congress this afternoon passed a Fiscal Year 2008 (FY08) omnibus appropriations bill that President Bush is expected to sign. The bill combines 11 separate bills that fund most federal agencies through September 30, 2008. A tabulation by my colleague Karen Bachman shows that construction spending totals $107 billion, up 4% from FY07 and up 5.7% from the President’s budget request. Major programs include the Federal Highway Administration’s obligation limitation (amounts states can spend on federal-aid highway programs), up 5.4% ($2.1 billion) from FY07 and 4.1% from the budget; military construction, $9.9 billion (+29% and +3.9%); Base Realignment and Closing Commission, $7.5 billion (+28% and -10%); Airport Improvement Program, $3.5 billion (0% and 28%); military family housing, $2.9 billion (-29% and -2.2%); Federal Aviation Administration facilities and equipment, $2.5 billion (-0.1% and 2.1%); and two U.S. Army Corps of Engineers accounts—construction general, $2.3 billion (-3.3% and 51%), and operations and maintenance, $2.2 billion (+13% and -9.2%).
The President today signed an energy bill that Congress completed yesterday. The bill mandates production of 36 billion gallons of renewable fuel by 2022, which would add greatly to demand for construction of ethanol, biodiesel and other production facilities. Congress dropped—for now—renewal of tax incentives for numerous alternative energy sources that are due to expire at the end of 2008 and a mandate that utilities generate 15% of power from renewable electricity sources. He is also expected to sign a seven-year extension of the Terrorism Risk Insurance Act that passed yesterday without changes that he had sought. Another bill he is expected to sign spares many middle-class taxpayers from paying the individual alternative minimum tax for 2007 and does not include offsetting tax increases. Both bills will provide limited relief to construction.
The value of construction starts in November either “inched up,” according to Reed Construction Data (RCD), or “tumbled 8%,” according to McGraw-Hill Construction (MHC)’s “Dodge” report, in releases issued this afternoon. Both organizations collect data and include the full value of new contracts in the month they are signed or projects start. RCD said, “The November gain was entirely for heavy projects. Water and sewer starts surged after an unusually weak October and highway starts increased, although they remain far below the spring and summer levels….Institutional starts were steady. Industrial starts fell sharply….Commercial starts declined 5%, with only the warehouse and government office categories increasing.” RCD estimated that starts in January-November 2007 were 4% below the same months of 2006, with residential down 21% and nonresidential up 13%. MHC said, “The continuing slide for residential building was joined by a weak performance in November for nonresidential building, which was only partially offset by improved activity for public works. Through the first eleven months of 2007, total construction [was] down 10% from the same period a year ago. If residential building is excluded, new construction starts for the January-November period of 2007 would be up 3% compared to 2006.”
The producer price index (PPI) for finished goods leaped 1.6% in November, seasonally adjusted, and 7.2% from November 2006, the Bureau of Labor Statistics (BLS) reported on Thursday. The PPI for inputs to construction industries (materials that go into projects and items consumed by contractors, such as diesel fuel) rose 1.4% and 5.4%, respectively. Inputs for highway construction soared 3.6% and 12%; other heavy construction, 2.1% and 7.9%; nonresidential buildings, 1.4% and 5.5%; multi-unit residential, 0.9% and 4.1%; and single-unit residential, 0.4% and 2.6%. The large differences among types are attributable to diverse price changes for specific inputs. The PPI for diesel fuel, which is very important to highway and heavy construction, surged 19% and 50%. Among building products, gypsum products plunged 1.3% and 23%; lumber and plywood, -1.6% and -0.2%; and insulation materials, -0.8% and -3.2%. The PPI for steel mill products climbed 2.3% for the month but was down 0.4% since November 2006.
Two construction inputs that appear headed for higher year-over-year prices are steel and diesel fuel. On Thursday, Gerdau Ameristeel informed customers, “Effective with shipments January 1, 2008, Gerdau Ameristeel is increasing the published price on most wide flange beams, merchant bar and structural products by…$25 per net ton,” or about 3%. The recent drop in the value of the dollar has pushed up the price of foreign steel and enabled domestic producers to raise prices accordingly. On Monday, the Energy Information Administration reported that the weekly average price of on-highway diesel fuel was $3.31 per gallon, a drop of 13 cents from the record set three weeks earlier but still 70 cents (27%) higher than a year earlier.
The consumer price index (CPI) for all urban consumers rose 0.6% in November and 4.3% over 12 months, BLS reported on Friday. The CPI for urban wage earners and clerical workers, used to adjust many construction and other labor contracts, rose 4.6% over 12 months.
The Data DIGest is a weekly summary of economic news; items most relevant to construction are in italics. All rights reserved
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