

Cost of construction inputs, power plants soar; retailing sags; metro jobs vary widely

Price increases for construction inputs are showing no letup. Data DIGest readers have sent the following recent examples: a May 25 spreadsheet with roughly 50 increases from plumbing suppliers of up to 25% for metals and plastics, effective between May 28 and June 28; letters dated May 15 and 20 from two major glass producers, announcing 8-13% price increases, effective on June 16; reports of asphalt cement prices jumping to $500 per ton in Minnesota (from $425) and Tennessee; and a May 14 letter announcing $10-per-ton price increase for rebar, effective June 1. The Institute of Scrap Recycling Industries (ISRI) said, in its latest summary of steel prices, “Platts’ [reporting service] mid-point [hot-rolled] price figured this week at $1,050/ton, ex-works, Indiana…light years (it seems) from January’s $579 spot market…for July/August delivery, the reported range is $1,060 - $1,125/ton.” In a May 14 press release, ISRI said, “City, county, and state governments are being warned of the potential for a new wave of material thefts involving…iron and steel infrastructure metals such as manhole covers and sewer/stormwater grates.” The Energy Information Administration reported on Tuesday that the national average retail price of highway diesel fuel jumped 23 cents per gallon last week to $4.72, up 68% from a year ago.


The “cost of new power plant construction in North America has risen 130% since 2000 and 69% since 2005,” energy consultant IHS CERA (www.cera.com) reported yesterday. “Wind has shown the largest increase at 6% since the third quarter of 2007 and 108% since 2000 in response to increased demand for wind turbines, which has pushed up equipment costs and time to deliver, and is compounded with increasing labor and construction costs. The cost of [natural gas-powered plants] has increased by 3% since the third quarter of 2007 and 92% since 2000. This has been driven by manufacturers’ response to increased demand for gas turbine[s], as costs increase and lead times continue to extend for equipment delivery. Additional escalation can be attributed to continued increases in labor, engineering and construction costs. [A coal-fired plant] has increased in cost by 2.3% since the third quarter of 2007 and 78% since 2000 [due to] strong international demand for boilers [and] high demand for scrubbers in the United States as clean-air provisions push utilities to retrofit their coal facilities in order to comply with the 2010 regulations….The number of engineers in the workforce is also declining as older workers retire and are not being replaced. The resulting shortages in plant design teams add…delays to construction schedules. The current increase in construction for nuclear power generation and the dearth of experienced nuclear engineers in North America has been a key driver behind cost escalation. Recent cancellations of proposed coal plants in the United States due to uncertainty over environmental regulations has provided some slowing in cost increases in the U.S. coal industry. However, international competition for coal boilers, particularly in Southeast Asia, is keeping the equipment order books very active. Concerns over a looming U.S. recession and subsequent cutbacks in residential construction have offered little relaxation to power construction. The residential slump does not free up the skilled workers required in the power industry and there is no overlap of the specialist metals and equipment required.”
 “Retail construction…has lost momentum as retailers curtail growth plans and lenders remain stingy,” the Wall Street Journal reported on May 21. “Many of the largest U.S. developers of malls and shopping centers have reacted to retailers’ waning demand for space by postponing by a year or more some of their projects. Other venues will be built piecemeal as leasing progress allows. Still others have been canceled before the start of construction….Among the national chains that recently pared their growth plans are J.C. Penney Co., Chico’s FAS Inc., Starbucks Corp. and Home Depot Inc.” In a May 19 research note, Deutsche Bank reported that 4,809 stores belonging to 76 chains “have already been closed or are slated to be closed.….Video rental stores were hit the hardest with more than 1,200 stores,” followed by home furnishing stores, 1,170; apparel, 945; and consumer electronics, 549. But some chains are expanding. Gerald Storch, chairman and chief executive of Toys “R” Us Inc., told the Journal in an interview reported on Thursday that the chain will open 16 60-70,000-square-foot “superstores” this year side-by-side with Babies-“R”-Us outlets. “The company also will convert ‘dozens’ of existing toy stores into smaller side-by-side locations this year…, Mr. Storch added….Last week, Macy’s Inc. said it will open FAO Schwarz toy boutiques in 685 of its stores.” CompUSA, which was to close all 103 stores late last year, was sold in January to Systemax, parent of Tiger Direct. CompUSA currently operates 17 retail stores; 11 former Tiger Direct locations and two locations under construction will be brought under the CompUSA banner in the summer of 2008 for a total of 30 stores, according to Wikipedia.
Among the 310 metropolitan areas for which nonfarm payroll employment data were available in April, 218 recorded increases since April 2007, 87 reported decreases, and five had no change, the Bureau of Labor Statistics said today. The largest over-the-year percentage increases in employment were reported in Pascagoula, Mississippi, 4.8%; Grand Junction, Colorado, 4.7%; Coeur d'Alene, Idaho, 4.6%; Odessa, Texas, 4.4%; and Kennewick-Pasco-Richland, Washington, 4.3%. The largest over-the-year percentage decrease in employment was in Flint, Michigan, -6.4%; followed by Cape Coral-Fort Myers, Florida, -5.3%; Naples-Marco Island, Fla., -4.6%; and Saginaw-Saginaw Township North, Mich., -3.8%. Sustained large employment changes can indicate hot markets for construction or for finding workers.
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