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Inflation, Interest Rates, and Rocky Markets 

It’s the Beginning of the End

Beginning in about May 2020, the North American economy 

began to rally from the devastating impacts of the 

pandemic’s early-stage commercial blows. Coming into the 

pandemic, the U.S. unemployment rate was 3.5 percent. By 

April 2020, it was approaching 15 percent. Canadian 

unemployment was 5.7 percent at pandemic eve. It would 

soon surge to above 13 percent. 

That was then. Both nations have experienced rapid 

recovery during the past two years. As of March 2020, total 

employment in Canada was 2.4 percent higher than it was in 

February 2020. While America has yet to fully recover its 

pre-pandemic employment (down 1.2 million jobs since 

February 2020), the unemployment rate has dipped to 3.6 

percent. The Canadian unemployment rate, which recently 

declined to 5.2 percent, represents the lowest level since 

monitoring commenced in 1976. 

The North America construction industry has also 

rebounded. From May 2020 through April 2022, American construction added 1.1 million jobs on net. In 

Canada, 2021 construction levels were above 2019’s levels. 

But construction employment would have risen even further in both nations were there more workers 

available to hire. Many firms report operating at capacity and continue to desperately seek new sources of 

human capital. In the U.S., there are nearly 400,000 available, unfilled job openings. Construction firms can’t 

offer as much flexibility as many other industries (e.g., remote work, flexible hours), and contractors 

accordingly raise compensation as the primary mechanism by which to recruit and retain. That helps explain 

why construction compensation has been rising at its highest level in 40 years in the U.S. 

The pressure to pay workers more will persist. With consumer inflation running at more than 8 percent in the 

U.S. on a year-over-year basis and nearly 7 percent in Canada, workers will expect and request significant 

raises in 2022. With materials prices racing higher, in part because of the Russian assault on Ukrainian 

democracy, contractors will need to aggressively pass along cost increases to project owners. The question 

becomes whether the economy will remain strong enough to allow that. 

 

 

 

 

 

• The U.S. economy has recovered 94.6% of the 

jobs lost in March and April 2020, while Canadian 

employment is above pre-pandemic levels; 

• In April, construction employment remained 

virtually unchanged in the U.S., while declining 

1.3% in Canada; 

• In February, year-over-year total construction 

spending was down 4.8% in Canada, while 

nonresidential construction spending was off 

1.4%; 

• In March, total construction spending in the U.S. 

increased 0.1%, while nonresidential construction 

spending dipped 0.8%; 

• U.S. input prices increased 2.9% in March and are 

24.4% higher than a year ago; 

• In Canada, residential and nonresidential input 

prices were up 5.6% and 2.6%, respectively, for 

the quarter, and are up 22.6% and 12.8% on a 

year-over-year basis. 
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Nonresidential Spending Rising in U.S., Falling in Canada 

Nonresidential construction spending levels remain below pre-pandemic levels, in large measure because of a 

lack of available workers. During the early stages of the pandemic, many construction workers, including Baby 

Boomers, lost their jobs. Many retired at that point, leaving a void in skill sets. More recently, among the most 

rapidly growing construction occupational categories has been unskilled laborer. This is not simply a worker 

shortage; this is a skills shortage. Contractors have been offering higher bids and extended project timetables. 

That perhaps helps explain why total construction spending fell 4.8 percent in February in Canada, with 

nonresidential construction spending 1.4 percent for the month and residential spending down 6.1 percent. 
 

The Outlook Dims 

Risk of recession is climbing. To combat inflation, the U.S. Federal Reserve has embarked on a rate tightening 

cycle. Already, the Fed has raised a key interest rate by 0.75 percent. Mortgage and other rates have surged in 

response to shifting monetary policy. There have been eight rate-tightening cycles since the early 1980s. Six 

have ended in recession. Accordingly, while contractors may be busy now, circumstances could be different in 

one to two years. Public contractors should be in fine shape, however, even if the economy lapses. 

Implementation of the Infrastructure Investment and Jobs Act has just begun in the U.S. 

 

See the Next Page for U.S. and Canada Construction  

Industry Economic Overviews 
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CANADA CONSTRUCTION INDUSTRY OVERVIEW 
Indicator Values % Change from 

Construction Spending, SA ($Millions) Feb-22 Jan-22 Feb-21 Jan-22 Feb-21 

Total Construction $17,150 $18,015 $14,909 -4.8% 15.0% 

Residential $12,181 $12,974 $10,497 -6.1% 16.0% 

Nonresidential $4,969 $5,041 $4,412 -1.4% 12.6% 

Industrial $872 $878 $797 -0.7% 9.4% 

Commercial $2,796 $2,825 $2,512 -1.1% 11.3% 

Institutional and Governmental $1,302 $1,338 $1,103 -2.7% 17.9% 

Employment, SA (in thousands) Apr-22 Mar-22 Apr-21 Mar-22 Apr-21 

Total All Industries 19,600.5 19,585.2 18,635.6 0.1% 5.2% 

Construction 1,513.2 1,533.9 1,446.4 -1.3% 4.6% 

Building Construction Price Index 2022Q1 2021Q4 2020Q3 2021Q4 2021Q1 

Residential Building 151.2 143.2 123.3 5.6% 22.6% 
Nonresidential Building 125.1 121.9 110.9 2.6% 12.8% 

 

U.S. CONSTRUCTION INDUSTRY OVERVIEW 

Indicator Values % Change from 
Construction Spending, SA ($Millions) Mar-22 Feb-22 Mar-21 Feb-22 Mar-21 

Total Construction $1,730,469 $1,728,565 $1,548,555 0.1% 11.7% 

Residential $891,280 $882,414 $754,139 1.0% 18.2% 

Nonresidential $839,189 $846,151 $794,416 -0.8% 5.6% 

 Lodging $16,997 $16,920 $23,161 0.5% -26.6% 

 Office $84,579 $84,723 $80,700 -0.2% 4.8% 

 Commercial $98,307 $100,177 $85,722 -1.9% 14.7% 

 Health care $50,369 $50,982 $46,733 -1.2% 7.8% 

 Educational $98,544 $99,478 $101,305 -0.9% -2.7% 

 Religious $2,761 $2,865 $3,069 -3.6% -10.0% 

 Public safety $10,602 $10,438 $13,834 1.6% -23.4% 

 Amusement and recreation $25,769 $26,328 $25,080 -2.1% 2.7% 

 Transportation $56,383 $56,564 $56,535 -0.3% -0.3% 

 Communication $21,791 $21,759 $22,103 0.1% -1.4% 

 Power $117,555 $118,769 $116,055 -1.0% 1.3% 

 Highway and street $103,908 $104,355 $96,300 -0.4% 7.9% 

 Sewage and waste disposal $29,145 $28,918 $26,398 0.8% 10.4% 

 Water supply $19,388 $19,613 $18,351 -1.1% 5.7% 

 Conservation and development $8,599 $8,205 $7,456 4.8% 15.3% 

 Manufacturing $94,491 $96,057 $71,615 -1.6% 31.9% 

Employment, SA (in thousands) Apr-22 Mar-22 Apr-21 Mar-22 Apr-21 

National Total Nonfarm 151,314 150,886 144,694 0.3% 4.6% 

Construction 7,628 7,626 7,393 0.0% 3.2% 

 Residential building 897 893 853 0.4% 5.2% 

 Nonresidential building 811 808 789 0.5% 2.9% 

 Heavy and civil engineering construction 1,069 1,069 1,042 0.0% 2.6% 

 Residential specialty trade contractors 2,243 2,243 2,174 0.0% 3.2% 

 Nonresidential specialty trade contractors 2,608 2,614 2,535 -0.2% 2.9% 

Producer Price Index  Mar-22 Feb-22 Mar-21 Feb-22 Mar-21 

Inputs to Construction Industries 319.5 310.4 256.8 2.9% 24.4% 


