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Outlook Gloomy Heading into 2023 
Construction Spending Dips 
A confluence of factors, including inflation, supply chain 
issues, elevated borrowing costs, and historically high wages 
and materials costs have driven down construction spending 
levels during the latter parts of 2022.  
 
In the United States, nonresidential construction spending 
fell 0.3 percent in October and is up just 9.2 percent year 
over year.  Importantly, those figures aren’t adjusted for 
inflation, and construction input costs are up significantly 
over the past year; in inflation-adjusted terms, 
nonresidential construction spending is in decline. 
Nonresidential activity has held up slightly better in Canada, 
where spending increased 2.4 percent in September and is 
up double digits since September 2021.  
 
While the private sector has struggled in the face of economic weakness, publicly financed 
nonresidential construction spending, buoyed by excess pandemic relief funds and the U.S. 
infrastructure package, has outpaced overall spending on both a monthly and yearly basis. 
 
Manufacturing-Related Construction Remains a Bright Spot 
Manufacturing- and industrial-related construction remains one of the lone North American bright 
spots as supply chain issues and geopolitical strife incentivize the reshoring of manufacturing capacity.  
In the U.S., manufacturing-related construction spending is up 33.5 percent over the past year.  In 
Canada, spending in the industrial category is up 23.8 percent year over year. 
 
Materials Prices Increasing at a Slower Rate but Still Elevated 
Construction input prices in the U.S. increased just 0.3 percent in October, the most recent month for 
which data are available, but are up 16.3 percent year over year and 40.5 percent since February 2020.  
While commodity prices have stopped their rapid ascent, price levels remain sufficiently high to limit 
investment.  In this regard, commodity prices are in line with broader inflation, which remains 
stubbornly high.  The upshot is that monetary policy makers will have to continue to raise interest 
rates, and the resulting increases in borrowing costs will continue to suppress construction activity. 
 
Labor Shortages Remain in Place, Show Signs of Easing 
The labor shortages that plagued the construction industry before the pandemic and became 

significantly worse during it continue to frustrate industry activity, but there are signs that these 
constraints may be easing.  The number of U.S. construction industry job openings decreased by 

52,000 in October, though a still-high 4.6 percent of construction positions remain unfilled. The fact 

that economywide job openings are also declining suggests that the construction industry, which tends 
to lag the broader economy by several months, may experience an increase in labor availability over 

the next several months. In the meantime, contractors will continue to struggle to fill open positions. 

 

• Nonresidential construction spending fell 

0.3% in the U.S. in October, though public-

sector construction has retained 

momentum. 

• Nonresidential spending has held up 

modestly better in Canada, largely due to 

elevated activity in the industrial sector. 

• Material prices remain extraordinarily 

elevated despite increases moderating in 

recent months. 

• Labor shortages remain in place, though 

there are signs that these constraints will 

ease in the coming months. 

• Inflation refuses to abate, raising the 

probability of a recession in 2023. 
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Recession Appears Increasingly Likely in 2023 
While there are signs that inflation is past peak, it is not abating at a sufficient pace for monetary policy 

makers to pivot away from rate increases.  Higher borrowing costs have already driven some economic 

segments, like housing, into recession, and it appears increasingly likely that the broader economy will 
follow suit at some point next year.  What remains to be seen is how deep and protracted that 

economic contraction will be. 

 
 

CANADA CONSTRUCTION INDUSTRY OVERVIEW 

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

Total Construction $22,959 $23,971 $19,927 -4.2% 15.2% 

Residential $17,328 $18,470 $14,959 -6.2% 15.8% 

Nonresidential $5,631 $5,501 $4,969 2.4% 13.3% 

Industrial $1,075 $1,038 $868 3.5% 23.8% 

Commercial $3,078 $3,014 $2,655 2.1% 16.0% 

Institutional and Governmental $1,478 $1,449 $1,445 2.0% 2.2% 

Employment, SA (in thousands) Nov-22 Oct-22 Nov-21 Oct-22 Nov-21 

Total All Industries 19,666.3 19,656.2 19,297.6 0.1% 1.9% 

Construction 1,509.3 1,534.0 1,425.1 -1.6% 5.9% 

Building Construction Price Index 2022Q3 2022Q2 2021Q3 2022Q2 2021Q3 
Residential Building 163.5 159.5 137.8 2.5% 18.7% 
Nonresidential Building 133.3 130.6 118.5 2.1% 12.5% 

 

U.S. CONSTRUCTION INDUSTRY OVERVIEW 

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

Total Construction $1,794,949 $1,800,105 $1,644,332 -0.3% 9.2% 

Residential $896,505 $899,328 $825,903 -0.3% 8.5% 

Nonresidential $898,444 $900,777 $818,428 -0.3% 9.8% 

     Lodging $19,125 $18,882 $15,655 1.3% 22.2% 

     Office $87,138 $86,891 $86,352 0.3% 0.9% 

     Commercial $117,411 $117,924 $95,950 -0.4% 22.4% 

     Health care $52,410 $52,207 $48,655 0.4% 7.7% 

     Educational $98,218 $97,817 $93,380 0.4% 5.2% 

     Religious $2,835 $3,148 $2,889 -9.9% -1.9% 

     Public safety $11,736 $11,556 $10,601 1.6% 10.7% 

     Amusement and recreation $28,186 $27,475 $25,026 2.6% 12.6% 

     Transportation $56,597 $56,633 $55,314 -0.1% 2.3% 

     Communication $24,849 $24,707 $24,777 0.6% 0.3% 

     Power $106,758 $105,229 $118,677 1.5% -10.0% 

     Highway and street $114,273 $115,096 $102,161 -0.7% 11.9% 

     Sewage and waste disposal $32,706 $33,061 $28,051 -1.1% 16.6% 

     Water supply $25,470 $25,660 $19,140 -0.7% 33.1% 

     Conservation and development $9,114 $9,040 $8,171 0.8% 11.5% 

     Manufacturing $111,618 $115,451 $83,632 -3.3% 33.5% 

Employment, SA (in thousands) Nov-22 Oct-22 Nov-21 Oct-22 Nov-21 

National Total Nonfarm 153,548 153,285 148,652 0.2% 3.3% 

Construction 7,750 7,730 7,502 0.3% 3.3% 

     Residential building 903 905 875 -0.3% 3.2% 

     Nonresidential building 823 815 794 1.0% 3.7% 

     Heavy and civil engineering construction 1,078 1,073 1,053 0.5% 2.4% 

     Residential specialty trade contractors 2,284 2,278 2,207 0.3% 3.5% 

     Nonresidential specialty trade contractors 2,662 2,659 2,574 0.1% 3.4% 

Producer Price Index  Oct-22 Sept-22 Oct-21 Sept-22 Oct-21 

Inputs to Construction Industries 323.7 322.7 282.4 0.3% 14.6% 


