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Construction Costs: End of the Calm Is
Coming Soon

Source: Data gathered by Kenneth D. Simonson, Chief Economist
for Associated General Contractors of America, October 2007.

The strong growth of nonresidential construction in
2006 and 2007 has been obscured by the steep falloff
in residential work. Nonresidential construction
recovered more slowly than many sectors after the
business slump of 2000-2001. But in 2006,
nonresidential spending jumped 12 percent from 2005.
In the first eight months of 2007, nonresidential
spending climbed another 14 percent compared to the
same period of 2006. Meanwhile, spending on
residential construction has tumbled since early 2006,
with no letup in sight.

The housing meltdown and the more recent credit
market turmoil do have some spillover effects on
nonresidential construction. Retail, suburban office and
local government construction are especially affected
by the drop in homebuilding, home sales, and property
values, respectively. Tighter lending standards and
financial-firm layoffs will trim construction of offices and
other income-producing properties, such as hotels and
warehouses.

The Fed's cuts in short-term lending rates and
encouragement to banks to borrow through the Fed's
“discount window” appear to have restored the flow of
some commercial lending. That may help some home
buyers and commercial developers. But the move also
raises the risk of greater inflation, especially, higher
prices for petroleum products and imported materials.
The net impact on nonresidential construction is
unclear.

After years of minimal cost increases, prices of many
construction materials skyrocketed from 2004 to mid-
2006. Since mid-2006, some input prices have
moderated while others have fallen. But the cumulative
increase in the Producer Price Index (PPI) for
construction inputs since December 2003 (28 percent
through August 2007) remains more than double the

13 percent increase in the most common measure of
overall

inflation, the
Consumer
Price Index
(CPI) for all
urban
consumers.
Labor costs, in
contrast, have
risen at similar

Cumulative Change in PPls for Construction Types
(AVl PPIs = 1001in 12/03)

08/07

Percent of 12/03 Level

rates for 12/03 12/04 12/05 12/06

Constructlon -+~ CPI-U —=— Nonresidential Buildings
*— Highway & Street 5 Multi-Unit Residential

and for the i

prlvate SeCtOf —#— (Other Heavy Construction

as a whole.

The cumulative difference matters because the
estimates for many projects now being bid, especially
public facilities, were prepared in 2003-2005 under the
assumption that construction costs would escalate at
the same rate as the CPI. That divergence explains
why some projects are being cancelled, delayed or
redesigned.

In the next several months, the PPI for construction
inputs, which
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By the end of 2008, and indefinitely thereafter,
construction input costs are likely to be rising at 6-8
percent. Labor cost increases could top 5 percent by
the end of 2007 and 5-6 percent in subsequent years.
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Attention: Architects and Structural
Engineers!

Schedule an informative presentation on cold-formed
steel trusses in your office with lunch provided by
Cascade Mfg Co.

This popular one-hour presentation qualifies for
continuing education credit from AIA/CES and
addresses the following topics:

What is the market for cold-formed steel trusses?

How are cold-formed steel trusses designed?

How are cold-formed steel trusses fabricated?

How can architects and engineers utilize cold-formed
steel trusses in their work?

What information does a truss designer/fabricator need
from an architect/engineer to do their job efficiently?

Handout materials, a CD ROM and a reference binder
will accompany the presentation.

Dates for this presentation are filling fast! Contat Mike
Noonan at 800/942-4685 to reserve a date. Or email
mjnoonan@cascade-mfg-co.com.

Simpson Strong-Tie © Offers Alternative to
Bulk Fasteners

Simpson Strong Tie®, the world’s recognized leader in
construction  connectors and related products
introduces Quik Drive®, a collated auto-feed screw
driving system for use in a variety of applications:

* Wood or metal deck attachment

* Drywall

* Fiberglass backed gypsum sheathing

» Steel framing, decking and stitching

* Tile and metal roofing

The Quik Drive® system consists of a power unit and
an attachment that individually directs fasteners to the
precise location every time. The attachment rotates
360 degrees offering unlimited versatility.

Cascade Mfg Co is an authorized Simpson Strong-Tie®

Quik Drive® representative. Call today for additional
information and a jobsite demonstration.

Photo Gallery

This issue features the use of cold-formed steel
trusses in an unusual setting.

Steel Structures is a Minneapolis, Minnesota, based
dealer of pre-engineered steel and post-framed
buildings. For over 60 years they have provided
buildings for numerous clients and applications. Earlier
this year they completed work on a project for the

University of
Minnesota
Equine Center.
This facility
provides state of
the art
amenities for
the research,
rehabilitation
and education in
various areas of

horsemanship.

While the majority of the project consisted of pre-
engineered  structures, several cupolas were
constructed  of

cold-formed
steel framing on
the ground,
decked and then
lifted into place.

Mark Chatrand
of Steel
Structures

explains. “When
it came time to

build the cupolas
we had planned on using fire-treated wood. The
architect would not allow this
so we called Cascade Mfg
Co. Everyone was very
helpful and prompt with
drawings and designs.”

More images of this project
are located at
http://www.steelstructures-
mn.com/umn_equine _constr
uction .htm. You can also
find a link to an article on the
UMEC at
http://www.cvm.umn.edu/img/assets/8965/CVM_MN
Monthly Unbridled Ambition.pdf

Do you maintain a database of suppliers to email
bid invitations?

Please use our direct email address:
steel@cascade-mfg-co.com.

We look forward to bidding your next project!




