
Construction Expands Amid Rising Costs

Material pricing continues to rise due to tariffs and oil & gas
instability. Diesel fuel prices surged 20.3% in February, leading to an
avg. cost per gallon of diesel reaching $5.00 (US). With ongoing
geopolitical conflicts, expect continued upward pressure on material
pricing & scope related to fuel consumption.

 

Market Sectors of Interest

Though Institutional Construction is projected to decline 3.9% in 2026, following a 5.4%
contraction in 2025, with the largest decline expected in educational (-10.6%), Health Care
remains one of the strongest sectors entering 2026 (+11.8%).

Office Construction - 90% of which is tied closely to Data Center facilities - increased from
6% in 2022 to 25% in 2025 in share of Non-Residential Starts. When Office/Data Center
projects are excluded from totals, growth drops to 11.5% from 22.8%. This single sector
concentration has significantly distorted headlines and growth figures.
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The 2026 construction outlook remains uneven but resilient. Growth is
concentrated in Health Care, Data Centers, and Industrial sectors. Rising
material costs continue to be a key risk. However, strong planning activity
suggests that there will continue to be opportunities in key sectors & regions.

In Summary

Regional Influence

In March, Industrial Planned-Construction doubled year-over-year, according to ConstructConnect
Expansion Index. Arizona leads 16 states with 10% or more growth in planned-construction spending
across all sectors.
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