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One only has to examine where 
we are versus the prior peak to 
realize just how painstakingly 

slow the construction market recovery 
has been. Spending on single-family 
home construction has yet to even hit 
half of its $434 billion spending peak. 
Nonresidential construction activity 
totaled $377 billion through three 
quarters of 2014, a far cry away from 
its peak of $501 billion. 
 Similarly, according to AGC 
data, only three states have hit peak 
construction employment: Louisiana, 
Oklahoma and North Dakota. In the 
U.S. as a whole, construction employ-
ment is 21 percent below the peak, 
compared to the overall U.S. economy, 
which has been posting record employ-
ment numbers. 

2014 – Year in Review
AED dealers have taken a slow and 
steady path to recovery as well. Our 
annual forecast survey revealed that 
activity was strong enough in 2014 
to bring increased revenues to more 
than seven of 10 dealers – compared to 
just 10 percent who experienced lower 
revenues. Gross margins were up for 55 
percent of dealers surveyed, compared 
to 24 percent who experienced declin-
ing margins. Three quarters of the 
dealers surveyed said their year-end 
results would be on target with projec-
tions made this time last year. 
 Dealers cited surface infrastructure 
(roads/bridges), housing and commer-
cial building as their leading sources 
of revenues in 2014. While surface 
infrastructure remained challenged for 

much of 2014, gains in 
housing (+ 20%) and 
commercial/industrial 
building (+13.1%) were 
likely the key contrib-
utors to revenue gains. 
 “What we 
are seeing is general 
contractors are back 
to work, and we’re 
getting a lot of busi-
ness from that, both 
rentals and sales,” said 
Gayle Humphries, 
chief financial officer, 

JCB of Georgia, based in Savannah. 
“Everywhere you go they are building 
something.” 
 CMD Group (formerly Reed 
Construction Data) Chef Economist 
Alex Carrick believes the U.S. economy 
is currently being driven by an energy 

sector boom, growth in technology and 
manufacturing.
“Nine of the 10 best labor markets 
have either energy or technology as big 
components of their economy,” said 
Carrick in a Nov. 20 CMD webinar, 
which provided insight from three key 
industry economists. Four of the top 
markets are in Texas.
 One example of how the oil market 
is driving both commercial and 
residential construction is in Baytown, 
Texas, where ExxonMobile Chemical 
Company is building a multibillion 
dollar ethane cracker. According to one 
dealer surveyed, residential housing is 
under construction in anticipation of 
the arrival of new people to the region. 
Since 2011, Texas population has grown 
1.49 percent. 

Construction Recovery May 
Finally Gain Steam in 2015 
Rising activity in housing, commercial construction and oil & gas, may speed the pace  
of recovery.
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 Colorado and Oklahoma are two 
additional states where dealers have 
benefited from low unemployment, 
strong housing, and growing energy 
markets. 
 Unconventional energy/shale oil and 
gas was cited as a top three sector for 
driving revenue by 33 percent of AED 
dealers surveyed. Leppo Rents/Bobcat of 
Akron experienced more than 10 percent 
growth in revenues in 2014, even higher 
than anticipated, largely due to oil and 
gas activity. And while housing and 
commercial construction have begun to 
recover in Ohio, Chairman Dale Leppo 
says the levels are nowhere near where 
they were pre-recession. 
 American Institute of Architects Chief 
Economist Kermit Baker reported in the 
webinar that while housing construction 
is on the upswing with just over one 
million housing starts in 2014, it is still 
far below historical levels of 1.7 million 
starts. According to Baker, home prices 
have recovered about two-thirds of the 
losses experienced during the recession. 
 Most economists believe it will be 
a long time before the single-family 
housing market will fully recover. It is 
unclear what the long-term psychological 

impacts of the recession will be on the 
housing market. Multifamily housing 
has recovered faster than single-family 
construction, as people who lost their 
homes sought rental units. The multi-
family market is on pace to finish 2014 at 
353,000 seasonally adjusted units.
 Another economic driver cited by 
Ken Simonson, chief economist for the 
Associated General Contractors, is the 
expansion of the Panama Canal, set 
for completion in 2016. This is fueling 
transportation improvements, port 
expansion and dredging activity at ports 
all along the east and West Coast. 

Forecast for 2015
In 2015, dealers expect more of the 
same positive results they saw in 2014. 
Seventy-one percent of AED dealers 
surveyed responded that 2015 revenues 
would be higher than 2014, while 24 
percent expect the same revenues and 4 
percent expect a decline. More than six 
in 10 dealers expect new equipment sales, 
parts sales and service sales to increase 
between 1 and 10 percent. About half of 
dealers expect used equipment to be 1 to 
10 percent higher in 2015. Just over 40 
percent of dealers expect a 1 to 10 percent 

increase in rental. 
 Dealers have good reason to be opti-
mistic. The architectural billings index 
(ABI) in November was 53.7. This score 
reflects an increase in design activity 
(any score above 50 indicates an increase 
in billings). As a leading economic 
indicator of construction activity, the 
ABI reflects the approximate nine- to 
12-month lead-time between architec-
ture billings and construction spending. 
 In addition, the latest new projects 
inquiry index is 62.7, which shows the 
direction of activity to be positive. 
Commercial construction is forecast 
for double-digit growth (11.2%) in 2015, 
coming off a strong 2014. Even more 
encouraging are signs that a recovery 
in the institutional markets will take 
hold in 2015. Growth of 5.8 percent is 
forecast for 2015. There was virtually no 
growth in this market in 2014.
 Also continuing to boost equip-
ment activity is housing construction. 
Economist Baker expects housing starts 
to increase to 1.25 million starts in 2015, 
a healthy increase of 24 percent versus 
2014. Multifamily residential construc-
tion will continue to outpace single-
family residential construction. 

(continued on page 79)

“Nine of the 10 best 

labor markets  have either 

energy or technology as big 

components of their economy,”

Construction Recovery for This Cycle Has Been 
Painfully Slow for Most Sectors 
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