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2021 U.S. Construction Overview 
 
By Daniel LoBue, Tego Systems Corp.  
As the worldwide pandemic starts to subside, the U.S. is in an unusually strong economic environment 
as our country is far more resilient to cataclysmic events than any other country in the world. The 
enormous capital injection by the government through direct payments to consumers and businesses 
of nearly $5 trillion over the last 14 months has given the economy the boost it needed to avert a 
catastrophic slow-down in economic activity.  
 
Of course, there are consequences that come with such spending and current and future generations 
will have to amortize the inflation that naturally comes with it. Other unintended consequences have 
followed, from labor shortages to heavy home goods consumer spending, including pandemic-induced 
consumer behavior changes, which has clogged up the international supply chain and will cause issues 
well into 2022. Following is a look at how well the construction market is doing despite all the supply 
chain issues.    

 

Residential Construction 
We are on track for a 27% increase from 2020 in Single-Family Housing Completions at an annual rate 
of 1,515 units (final revised March data). Total construction spending in Residential Housing has risen to 
USD 695.7 Billion -- an increase of 14% due in large part to the rapidly rising construction inflation 
(currently estimated at 12.8%). Residential housing permits have risen to 1.76 million -- an increase of 
20% (single family permits grew 29% from 2019 to 2020 as the second half of 2020 the housing market 
started to boom).  

 

 
 

What is driving the enormous residential housing boom? In the January/February 2021 ProInstaller 
issue, we discussed how the labor market will settle into a hybrid work environment with a 
combination of working from home several days and in the office the other days when the pandemic 
starts to subside. As the economy has now fully opened up, many employers and employees are opting 
for such a working scheme as it allows for employers to keep infrastructure costs lower and employees 
to reduce their commute and still be very productive - as proven during the last 14 months. Many 
companies are looking for additional space to accommodate this transition.  
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The inevitable inflationary environment we are finding ourselves in and the fear of rising interest rates 
has moved many on the sidelines to lock in favorable mortgage rates. The Millennial workforce is now 
getting entrenched in middle-management positions across the U.S. and is fully embracing 
homeownership for their young families. Fannie Mae is further estimating that the country as a whole 
is behind 3.8 million homes as builders never went back to full capacity since the housing recession in 
2008, which will take several years to catch up on. 
 
These are major contributing factors for a very strong residential market. With demand for residential 
housing remaining high and home completions much slower due to severe supply chain issues, prices 
continue to inflate. We estimate that home prices are currently inflated on average by 15%, but we do 
not think that this will be of any consequence at this time, as increasing material costs, especially for 
new construction, will offset the existing market premium.  
  
Multi-family permits decreased significantly in the 2nd half of 2020 and developers are betting on a 
significant turnaround due to current construction inflation concerns and housing shortages. Permits 
are up 28% to 559,000 respectively.  

 

Commercial Construction  
Commercial construction was still trending down through May compared to 2020 but as the economy 
has now fully opened up, demand is on the rise again. We do expect continued improvement for 2021 
going into 2022 but remain cautious as our assumptions still seem to remain in place. Construction 
inflation, reduced demand for office, retail and hospitality space will persist. Industrial space will 
continue to grow as consumers continue to flock to online shopping and the logistics needs for e-
commerce fulfillment companies continues to grow.  

 

Public Construction 
Public construction remains flat over last year at $355.5 billion, and we expect little change for revised 
2021 numbers and going forward into 2022. These numbers are after adjusting for inflation at 5%, 5% 
growth is only nominal. As of this writing, the infrastructure bill looks like it will pass closer to the first 
proposed $1 trillion level and will greatly benefit the public sector.  
 

 

Inflation, Price Increases & Supply Chain Issues 

Gradually our concerns about inflation are starting to take hold as we mentioned in our last article. 
Inflation as U.S. debt has ballooned due to the near $4.7 trillion in stimulus and the Federal Reserve’s 
$4 trillion asset purchases since March 2020. Inflation has inched up to 5% -- now 2.5-2.75% above the 
Federal Reserve’s target of 2.2-2.5%. Will interest rates rise with the economy growing at 6.4% and 
inflation being at 5% while the economy is only growing at 1.4%? We have doubts that the Federal 
Reserve can raise interest rates significantly as it will risk slowing the economic recovery and 
considering the 127% Debt to GDP Ratio, higher interest rates would run up debt service cost.  

 



 

 

 
 

We agree with Ray Dalio from Bridgewater Associates that the Federal Reserve is and will be stuck with 
its low interest rate policy for some time to come. The monetary systems will adjust to the very large 
debt burden by things simply starting to cost more and the purchasing power of the US Dollar to 
decline. Since all major economies are in the same boat of higher debt to GDP ratios coming out of the 
pandemic, the world will have to live with higher inflation for several years.  

 
Covid-induced consumer behavior changes have driven up demand for home goods which in turn has 
driven up shipping demand and created supply chain bottle necks domestically and abroad. Severe 
domestic lumber shortages due to the raging fires on the West Coast in the 2nd half of 2020 that 
destroyed nearly a year’s worth of construction lumber, have also contributed to drive the U.S. trade 
deficit up 15% over the last 6-8 months.  
 
The increased demand has resulted in a severe shortage of available vessels and containers driving 
maritime shipping costs to absurd levels. And when things were getting better on the shipping front, 
the Suez Canal blockage in March caused 300+ container vessels to be backed up and diverted causing 
massive delays for vessels and containers returning to Asia. It is estimated that at least 1.5 million 
shipping containers returned to their ports of origin following significant delays further disrupting the 
flow of international supply chains.  
 
During the pandemic, all major steamship lines reduced their vessels by 20% in anticipation of much 
slower shipping activity for the balance of 2020. Then, the worldwide financial stimuli started to prop 
up the economies, especially here in the U.S., and due to the unanticipated growth in the second half of 
2020, created the shipping equipment shortages we find ourselves in today.  
 
Since most vessels are leased and shipping demand increased dramatically, leasing companies started 
to push the daily lease rates from USD $45,000 to $76,000 per day now to up to $150,000+. So of 
course, commissioning new vessels for operators became too expensive, so it became the better 
financial decision to let market demand establish prices for existing vessels.  
 
Last year, a 40’ container to the West Coast from Asia cost about USD $1,800 and currently prices are 
being offered to the highest bidders between $12,000 - $16,000 with prices expected to increase in the 
soon-to-begin peak season. 
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The Federal Maritime Commission (FMC) which regulates costs of shipping does not think that this is a 
legal issue, but a supply and demand issue and has not taken steps to curb the price gouging. These 
increased costs will start to affect the U.S. economy and the housing market negatively and the 
headwinds will continue through 2021 and into 2022.  

 

Outlook 2021-2022 

Despite the current upside-down supply chains, and even if the housing market starts to slow down, 
activity will still be considerably higher than before the pandemic and we therefore anticipate the 
housing market to remain robust for 2021 and into 2022. With commercial construction accelerating 
we are quite hopeful about a rebound but remain to some degree cautious due to the factors discussed 
previously. The USD $1+ trillion infrastructure bill when finalized, will increase public construction 
sector activity significantly above the current annual rate of USD $350 billion.  
 
The U.S. has yet again proven to be by far the most resilient economy in the world. In this severe crisis, 
and despite the monetary and other inflationary factors we have managed to chart real economic 
growth coming out of the pandemic. The US workforce is still by far the largest in terms of 
compensation and purchasing power which continues to give the U.S. a significant advantage. And all 
things considered we strongly believe that this will remain intact for the generations alive today 
generations to come.  
 
Editor’s Note: No portion of this article shall be used without the written consent of Tego Systems 
Corp. and ProInstaller magazine. 
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