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Overall Construction Spending
• Our last quarterly update in May 

showed a construction market with 

growth slowing, though still positive on 

a year-over-year basis.

• This update is more negative with 

overall construction, residential, and 

nonresidential spending declining on 

both a quarterly and annual basis.

• An increasing number of markets are 

in decline. 

• Putting things into perspective, it’s not 

all bad: total construction spending is 

still up 30% from where it was five 

years ago. Spending is still at a 

historically high level. 

• The period from 2020 to 2024 was the 

largest expansion of US construction 

spending in at least the last 30 years – 

as far back as we have data.
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Nonresidential Construction • On a quarterly basis, six of the 

tracked segments are up, with 

10 showing declines.

• On an annual basis, only four of 

the segments (Lodging, Office, 

Commercial, Manufacturing) 

show significant declines. 

These are the sectors most 

reliant on private investment, 

indicating a pullback in private 

construction investment.

• Note: Office only shows a slight 

decline due to inclusion of data 

center in the number. If we 

exclude data center, office is 

down 17% for the year. 

• Sectors that rely on government 

funding continue to show 

resilience. 
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Manufacturing construction spending has begun 
to decline, down $12B (5%) from June 2024 peak.

► 4Source: census.gov

• This drop is fueled by the $12B (10%) drop in 

the computer/electronic segment (essentially 

chip fabrication and battery plants). These 

segments face significant headwinds, indicating 

we will likely continue to see declines in these 

segments over the next year. Specifically:

• In Q1 2025, $6B in battery plant projects 

were canceled.

• The Clean Economy Tracker (E2) estimates 

that more than $22B in clean energy 

investments (including EV and battery 

plants) were canceled, closed, or 

downsized in the first half of 2025.

• Chip Fab projects with a total value in 

excess of $200B announced delays in 

2025. Note that some of these are for 

permitting and logistical reasons, not just 

economic.

• Food/Beverage and Chemical (driven by 

pharmaceutical) show continued growth. While 

not as large as the computer/electronic 

segment, they are still substantial, accounting 

for $57B in annual construction (25% of total 

manufacturing construction).

• Fabricated metal has shown strong growth, but 

it’s a small and somewhat fragmented segment, 

accounting for only $3.5B in spending.
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Data center construction spending continues to grow 
while the decline in office spending accelerates.

► 5Source: census.gov

• Office spending, excluding data center, 

peaked in November 2022 at $74B. 

Since then, it has fallen to $46B. 

Spending on office fell by 6% over the 

last quarter. 

• In the short term, the office market will 

likely remain depressed. Looking further 

out, CBRE notes that vacancy rates are 

stabilizing and even improving for Class A 

space. It is also noted that for the first 

time in 25 years, office supply will 

contract – more space is being 

demolished or converted than is being 

constructed. 

• Data center spending was at $14B in 

November 2022 and has grown rapidly to 

$40B today.

• The major hyperscale data center 

builders, AWS, Google, and Meta, all 

have extensive plans to keep building 

along with the rest of the industry. We 

expect current data center spending 

levels to continue, if not expand, over the 

next few years.
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Looking Ahead – Growth Markets
Data Center & Power 

Lodging, 23423, 
2%

Office, 46279, 4%

Data Center, 40098, 
3%

Commercial, 
119635, 10%

Health care , 
68968, 6%

Educational, 
136959, 11%

Religious, 4574, 
0%

Public safety, 
19279, 2%

Amusement 
and recreation, 

42607, 3%

Transportation, 
68465, 6%Communication, 

29473, 2%

Power, 
156919, 13%

Highway and street 
, 144989, 12%

Sewage and waste 
disposal , 50781, 4%

Water supply , 
34095, 3%

Conservation 
and development 

, 11436, 1%
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Nonresidential Construction Spending
• Data center spending continues to accelerate, with few headwinds 

outside of power availability hindering future growth. This will likely 

remain a strong market through the end of the decade.

• Power has been a strong market, up 4% annually and 23% over 

the last five years. Increasing demand, driven by rapid data center 

growth, should continue to support this market. The elimination of 

renewable energy tax credits is a concern for this segment and 

could lead to some short-term disruption. Though if power demand 

continues to increase, as forecast, investments will need to be 

made to meet this demand. 

• These segments account for 16% of total non-residential 

construction spending.
$Millions
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Looking Ahead 
Stable Markets with Medium-Term Concerns

Infrastructure Markets
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Nonresidential Constrcution Spending • Infrastructure related markets include the following and account for 28% of 

non-residential construction spending: Conservation & Development, 

Water Supply, Sewage & Waste Disposal, Highway & Street, 

Transportation, Public Safety.

• These markets have seen solid growth since the passage of the Biden 

infrastructure bill in 2021. Spending related to the infrastructure act runs 

through 2026 with over $250B remaining to be spent.

• Recent administration and congressional action puts a limited amount of 

this funding at risk – especially funds related to climate and neighborhood 

equity grants – but most of the funding for roads, highways, transit, bridges, 

rail, water, wastewater, and broadband is likely to continue.

• The biggest questions for these markets come after 2026, when the current 

funding ends. It is highly uncertain what federal infrastructure spending will 

look like in 2027 and beyond.
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Looking Ahead 
Stable Markets with Short- and Medium-Term Concerns

Education & Healthcare
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Nonresidential Constrcution Spending
• Healthcare construction spending saw strong growth over the last five years (up 

38%) and has been flat for the last year (up 0.4%). Education spending is similar, 

with five-year growth of 37% vs. annual growth of 0.1%. These segments account 

for 17% of total non-residential construction spending. 

• Recent administration and congressional action create several challenges to 

healthcare construction:

• Medicaid reimbursement reductions will likely lead to a pullback on capital 

investments. Hospital CFOs and rural health leaders have indicated that 

funding gaps will lead to construction delays and cancellations as early as fall 

2025. Changes to Affordable Care Act and Medicaid eligibility may lead to 

additional financial challenges in coming years.

• Reduced NIH, CDC, and NSF funding in 2026 will impact large integrated 

university health systems and likely result in a pullback on capital investments. 

Note that the 2013 budget sequestration, which cut NIH spending, led to a 10-

15% decline in new lab and clinical facility starts at research universities 

between 2013-2015, according to Dodge Data & Analytics.
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Looking Ahead 
Stable Markets with Short- and Medium-Term Concerns

Education & Healthcare
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Nonresidential Constrcution Spending

• Education construction spending is also threatened by federal funding changes:

• Higher education construction spending will be most impacted. The 

combination of cuts to federally funded research and an 8% federal tax on 

investment income of large university endowments is significantly impacting 

capital spending plans. As an example of impact, Stanford recently announced 

a $140M budget cut and plans to limit capital spending to essential or 

externally funded projects only.

• K-12 construction spending will see less impact, though proposed cuts of $7B 

to various federal grant programs will increase financial strain on local school 

districts. Funding pauses on various programs have also increased budgetary 

uncertainty. Note that only around 8% of K-12 funding comes from federal 

sources – so the effect on overall school budgets and their construction 

spending is somewhat limited.
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Looking Ahead 
Declining Markets Unlikely to Rebound in the Short-Term 

Privately Funded Construction
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Nonresidential Constrcution Spending • Lodging, Office, Commercial, and Manufacturing have all seen declines in 

construction spending over the last year. In the short term, these markets are 

likely to continue to decline or remain flat. Growth appears unlikely. The 

medium-term outlook will generally depend on overall US economic conditions. 

These segments account for 37% of total non-residential construction spending.

• Construction spending on lodging is down 4.5% for the year. 

• Domestic travel spending in the US is stable, with some indication that US 

travelers are increasingly budget-conscious. International travel to the US is 

down 7% so far this year, with further declines expected. 

• The relatively soft travel market in the US will likely limit any short-term 

rebound in Lodging construction.

• Commercial construction spending is down 9.4% over the last year. 

• This is primarily driven by a 10.5% decline in warehouse spending over the 

last year, which had been the primary driver of growth in this segment for the 

last decade.

• Food/Beverage, Multi-Retail, and Shopping Centers have also declined in 

construction spending recently.
► 10
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Looking Ahead 
Declining Markets Unlikely to Rebound in the Short-Term 

Privately Funded Construction
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Nonresidential Constrcution Spending • Warehouse spending appears to have stabilized around $55B, well below its 

2023 peak of $84B, but still above where it was just ten years ago at $16B. 

Ongoing growth in e-commerce will likely support this spending level moving 

forward, with modest growth.

• Office, covered previously, is unlikely to see short-term growth with additional 

declines more likely than not.

• Manufacturing, covered previously, is also unlikely to see short-term growth, 

with cuts to EV and Battery spending, along with delays to Chip Fabs, unlikely to 

be overcome by increases in pharmaceutical and food manufacturing spending. 

It is important to note that the current manufacturing spending level of $224B 

annually is still three times the spend of just three years ago. The market may be 

slowly declining, but there is still a lot of manufacturing construction work going 

on. 

• Amusement/Recreation is a bright spot, up 4.4% on the year, and forecast to 

maintain strong growth based on planned projects. 

► 11
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► 12Source: census.gov

• Single family construction has 

experienced another leg down 

over the last quarter with 

spending falling below recent lows 

in 2023 and 2024.

• Continued high interest rates in 

addition to weakening economic 

conditions will continue to 

challenge this market.

• Multi-family appears to have 

stabilized and may start to see 

some growth as overall housing 

supply remains below needed 

levels and single family 

affordability remains a challenge.
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► 13Source: aia.org

• The billings index indicates 

that architecture billings for 

the majority of firms declined 

for the eighth month in a row. 

The score is an improvement 

from the April low, though still 

negative.

• Design contracts are also 

negative in June, though 

above the rate of decline 

seen in April. AIA notes that 

the value of newly signed 

design contracts declined for 

the 16th consecutive month in 

June.

Leading Indicators: AIA

April 2025 May 2025 June 2025
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Summary

• The overall construction market is in a clear period of spending decline. This 

decline follows recent historic spending highs, so there is still a good deal of 

work available. It would be a stretch to call this a poor construction market 

based on historical norms.

• Data Center and, to some extent, Power are likely to be the strongest markets 

over the next few years.

• Manufacturing will likely continue to fall. Declining to $200B annually from the 

current $224B would be a reasonable forecast, but it will still be more than 

double what it was three years ago.

• Infrastructure markets will remain strong through 2026 with significant 

uncertainty beyond that.

• Healthcare and Education Construction Spending (particularly higher 

education) are currently stable, but a significant drop off as early as 2026 is a 

major concern.

• Privately funded construction (Office, Commercial, Lodging) has already 

declined and is unlikely to bounce back in the near term.

• AIA leading indicators do not show any likely changes to the declining market 

trend in the near term. 

► 14
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