

McGraw-Hill, Reed, Beige Book, AIA differ on construction; producer prices diverge

New reports on construction activity present a conflicting story. McGraw-Hill Construction said Friday, based on reports it collected, “…new construction starts in December were essentially unchanged from November. Modest declines were reported for nonresidential building and nonbuilding construction (public works and electric utilities), which were offset by a small increase for residential building. For the full year 2007, total construction [was] down 11% from 2006,…the first annual decline…since 1991. [New nonresidential] construction starts for the full year 2007 advanced 3%....For most of 2007, nonresidential building and public works were able to stay close to the elevated pace achieved during 2006. However, during [October and November], both nonresidential building and public works lost momentum…”

On Thursday, Reed Construction Data, using its own data collection, reported, “the value of [nonresidential] construction starts in full year 2007 [was] up 11.2% from full year 2006. On a month-to-month basis, starts increased 5.2% in December after two weak months in November and October. However, starts weakened at the end of 2007 with the final three months recording a 17.6% fall from the previous three months. This decline was more than the usual seasonal decline at the beginning of winter.”

“Reports from the 12 Federal Reserve Districts [referred to by their headquarters cities] suggest that economic activity increased modestly [from] mid-November through December, but at a slower pace compared with the previous survey period,” the Fed reported on Wednesday in the “Beige Book,” an informal survey of business activity in each district. “[L]ending to the commercial real estate sector was generally described as mixed….Demand continued to decline for construction workers and those in housing-related industries, according to most reports…conditions in manufacturing industries producing construction and home-related goods remained weak….Contacts in the Boston and Chicago Districts indicated that commercial construction activity was slowing. Developers in the Atlanta and Richmond Districts reported smaller backlogs of projects while Cleveland District contacts said that backlogs had risen. Most contacts anticipate a slower pace of commercial development during 2008….[P]roducers of framing lumber, wallboard and wood panels reported weak prices, according to the Atlanta, Minneapolis and Chicago reports.”


“Billings at architecture firms held steady in December to close out the year with…the highest reported since July,” the American Institute of Architects reported on Friday. “Firms with a commercial/industrial specialization continue to report the strongest business conditions, with billings climbing to the second highest score…of all time. Billings growth continued at a moderate pace for firms with an institutional specialization, and firms with a residential practice reported the fifth month in a row of declining billings.”


The producer price index (PPI) for finished goods fell 0.4% before seasonal adjustment (-0.1% seasonally adjusted) in December but rose 6.3% for the year, the Bureau of Labor Statistics (BLS) reported on January 15. The PPI for inputs to construction industries, which includes materials that go into projects and items like diesel fuel that contractors consume, fell 0.5% for the month but rose 4.5% for the year. By segment, the largest PPI changes were for inputs for highway and street construction, -1.4% and 9.6%, respectively, followed by other heavy construction, -0.9% and 6.4%; nonresidential buildings, -0.6% and 6.4%; multi-unit residential, -0.3% and 3.7%; and single-unit residential, -0.1% and 2.4%. Highway and heavy construction use the most diesel fuel, which had PPI changes of -8.4% and 34%. Building costs were held down by a huge drop in the PPI for gypsum products, -0.9% and -22%, and by lumber and plywood, -0.6% and -1.3%; insulation materials, -0.1% and -3.3%; and plastic construction products, 0.6% and -1.5%. Other important inputs include steel mill products, whose PPI rose 0.8% and 1.0%; concrete products, 0.1% and 3.3%; copper and brass mill shapes, -4.4% and -3.8%; and asphalt paving mixtures and blocks, -0.3% and 1.8%.


The consumer price index (CPI) for all urban consumers slipped 0.1% before seasonal adjustment (+0.3% seasonally adjusted) in December but rose 4.1% for the year, BLS reported on Wednesday.  The CPI for urban wage earners and clerical workers (CPI-W), which is used to adjust many labor contracts in construction and elsewhere, fell 0.1% for the month but rose 4.3% for the year.

Seasonally adjusted nonfarm payroll employment increased in 33 states and the District of Columbia and decreased in 17 states, BLS reported on Friday. Over the year, employment rose everywhere except in Michigan, -1.8%; Ohio, -0.3%; and Minnesota, -700 employees or -0.0%. The largest year-over-year percentage increases were in Utah, 4.0%; Montana and Wyoming, 3.4% each; Louisiana, 2.2%; and Texas, 2.1%. Construction employment (including homebuilding) increased in December in only 12 states, fell in 26 and remained within 100 of the November level in 12 plus DC. Over the year, construction employment climbed in 27 states, fell in 21 and remained within 100 of the December 2006 level in DC, Illinois and North Dakota. The largest year-over-year percentage gains in construction employment occurred in Montana and Wyoming, 11% each; Utah, 8%; Mississippi, 7%; and Tennessee, 5%. The largest percentage losses were in Alaska, -5%; Nevada, -6%; Michigan, -9%; and Arizona, -10%.
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