
Coming into 2015, many economists were fore-
casting above 3 percent growth. In fact, some
still are.  Tailwinds such as a booming stock 
market, lower fuel prices, rapid job growth, and
early evidence of sharper wage gains led 
forecasters to believe that 2015 was shaping up
to be the best year for the economy since 2005,
the last time the U.S. economy expanded more
than 3 percent over the course of a calendar
year (3.4%).

The year, however, has gotten off to a 
disappointing start.  Certain headwinds were at
least partially foreseeable.  Winter comes once
a year and, as to be expected, it snows. A
stronger U.S. dollar frustrated export growth.
Many were already aware that issues at the 
nation’s West Coast ports would slow commerce.  

The real source of disappointment comes in the
form of consumer spending. Given recent job
creation and wage growth, as well as lower fuel
prices, retail sales were expected to be stronger.
Every penny saved at the pump translates into a
billion dollars of additional consumer spending
power.  To date, consumers are conserving more
of their fuel savings than anticipated.  According
to the Census Bureau, sales from the nation’s
retail and food sectors dropped 0.8 and 0.6 
percent in January and February, respectively.
Consumers will have to pick things up considerably
if the economy hopes to hit the 3 percent growth
mark this year.     

Recent events in Yemen and in other hotspots
around the world have caused fuel prices to rise
marginally, but available data regarding oil 
production and inventories indicate that prices
are unlikely to begin rising rapidly anytime soon.
For now, the U.S. energy sector has come to
dominate domestic layoff announcements.  

Thanks in part to diminished investment in energy
exploration and development, nonresidential
construction spending declined during each of
the year’s first three months. In March, non-
residential construction spending fell 0.1 per-
cent on a monthly basis, though the pace of
spending is still 4.7 percent higher than at the
same time one year ago. Spending for the
month totaled $611.8 billion on a seasonally
adjusted, annualized basis.  The Census Bureau
upwardly revised its estimate for February 
construction spending from $611.5 billion to
$612.4 billion. Were it not for this upward 
revision, construction spending would have 
actually inched higher in March. The Census
Bureau also upwardly revised January’s 
estimate from $611.9 to $613.1 billion. 

Seven of sixteen nonresidential construction
subsectors posted increases in spending in
March on a monthly basis.

Manufacturing-related construction spending
expanded 3.0 percent in March and is up
50.3 percent for the year.

Office-related construction spending 
expanded by 2.2 percent in March and is
up 19.8 percent from the same time one
year ago. 

Construction spending in the transportation
category grew 1 percent on a monthly
basis and has expanded by 9.2 percent 
on an annual basis.

Lodging-related construction spending 
was up 5.2 percent on a monthly basis 
and 22 percent on a year-over-year basis.

Health care-related construction spending
expanded 0.2 percent for the month, but is
down 0.2 percent for the year.

Spending in the water supply category 
expanded 4.0 percent from February and 
is up 2.3 on an annual basis. 

Communication-related construction
spending expanded 12.3 percent for the
month and is down 8.5 percent for the
year.

Spending in nine nonresidential construction
subsectors failed to rise in March.  

Public safety-related construction spending
slipped 2.8 percent on a monthly basis
and is down 9.1 percent year-over-year.

Commercial construction spending was
down 2.2 percent in March, but is up 
12.8 percent on a year-over-year basis.

Religious spending fell 5.1 percent for the
month and is down 17.6 percent from the
same time last year.

Sewage and waste disposal-related 
construction spending shed 0.2 percent
for the month, but has grown 19.6 percent
on a 12-month basis.  

Power-related construction spending fell
4.5 percent for the month and is 17.2 percent
lower than at the same time one year ago. 

Highway and street-related construction
spending fell 2.4 percent in March and is
down 5.3 percent compared to the same
time last year.

Conservation and development-related
construction spending fell 11.4 percent 
for the month, but is up 12.3 percent on 
a yearly basis.

Amusement and recreation-related 
construction spending fell 3.0 percent on 
a monthly basis, but is up 23.8 percent
from the same time last year.

Education-related construction spending
fell 1.8 percent for the month and is down
3.0 percent on a year-over-year basis.
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Exhibit 1. Nonresidential Construction Spending, March 2010 through March 2015

Graph
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Source: Census Bureau
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The ground has melted, 
construction sites around the
country have begun to bustle
and I’m feeling optimistic. How-
ever, the past six months tell a
story of headwinds and tailwinds
that have seriously challenged
the industry and have not led to
earth-shattering successes for
contractors of all kinds. As we
have discussed in previous 
indices, the brutal and unpredicted
East Coast winter of 2015 
certainly did a number on our 
expectations for Q1 growth.
Likewise, an anomalous drop in
public spending seems to have
cooled off the entire marketplace.
We even had a slight drop off in
construction jobs in March (the
first time this year) but, and call
me Pollyanna, I honestly think
that the quality of the jobs that
will replace them will net out as 
a positive. In total, the past half-
year was no disaster but also 
no miracle. 

Now for some better news.  
As you will see in the data and
analysis presented in this quarter’s
index, the signs point towards a
very strong second half of the
year for the construction industry
as a whole.  I expect a warming
all over of the construction 
industry, from Road and Heavy
Highway to institutional and 
including residential. While the
industry may suffer a set-back
if the Fed raises interest rates, 
as widely predicted, continued
investment and building in some
major US cities and the return of
skilled labor spell out a successful
conclusion to our first year of
real recovery.

Enjoy the weather and be safe
out there!  Let’s keep safety first
as a work site protocol.

Joseph Natarelli, CPA

National Construction Industry
Group Leader, Marcum LLP
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The overall U.S. construction industry lost 1,000 jobs in March according to the Bureau of Labor
Statistics’ preliminary estimate released on April 3rd.  Nonresidential construction added 5,000
net new jobs in March, however, with nonresidential specialty trade contractors leading the way
with 4,400 new jobs.  The two construction segments that regressed in March were residential
specialty trade contractors and heavy and civil engineering, which lost 6,500 and 3,900 jobs, 
respectively. 

March represented the first time in fifteen months that the construction sector lost jobs.  This is
likely an ephemeral phenomenon caused by the combination of lower oil prices, the West Coast
port slowdown, soft economic growth, the weather, and public sector outlays.  

The last six months have been punctuated by a series of weaker than anticipated economic 
reports.  In addition to weak retail sales figures, GDP disappointed during both the fourth and first
quarters.  The March jobs report was deeply disappointing, with the nation adding just 126,000
positions on net overall.  That represented the worst monthly performance since December 2013.

Exhibit 1 highlights the primary
reason that the recovery in non-
residential construction remains
unspectacular — the public sector.
Public nonresidential spending
fell during each of the year’s first
three months.  In March, public
construction spending declined
1.5 percent on a monthly basis
and is down nearly 1 percent
year-over-year. Policymakers

continue to wrestle with a host of
issues, including the lingering 
effects of the Great Recession,
surging Medicaid expenditures,
underfunded pensions, reluctant
taxpayers, and concerns regarding
public indebtedness.  Public 
sector construction spending 
declined by nearly 5 percent during
a recent eight-month period.

By contrast, private sector non-
residential construction spending
expanded during each of 2015’s
first three months.  Manufacturing–
the largest private nonresidential
construction subsector–has led
the charge, with construction
spending growing by a staggering
50.7 percent over the previous
twelve months. 

SAVE THE DATE
2015 Marcum Commercial 
Construction Summit 
September 9 - Tarrytown, NY
September 17 - New Haven, CT

Details coming soon! 
For information, contact 
summer.cote@marcumllp.com 5
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Rank MSA Percent Change

1 Detroit-Warren-Livonia, MI* 20.10%

2 Seattle-Tacoma-Bellevue, WA 15.10%

3 Miami-Fort Lauderdale-Pompano Beach, FL 8.20%

3 San Francisco-Oakland-Fremont, CA 8.20%

5 San Diego-Carlsbad-San Marcos, CA 7.40%

6 Philadelphia-Camden-Wilmington, PA-NJ-DE-MD* 6.90%

7 Los Angeles-Long Beach-Santa Ana, CA 5.90%

8 Dallas-Fort Worth-Arlington, TX* 5.80%

9 Riverside-San Bernardino-Ontario, CA 5.60%

10 Chicago-Joliet-Naperville, IL-IN-WI 5.50%

11 Phoenix-Mesa-Glendale, AZ 5.20%

12 Houston-Sugar Land, TX 4.30%

13 Atlanta-Marietta, GA 4.00%

14 Tampa-St. Petersburg-Clearwater, FL 3.80%

15 Washington-Arlington-Alexandria, DC-VA-MD-WV* 2.10%

16 New York-Northern New Jersey-L. Island, NY-NJ-PA* 2.00%

17 Boston-Cambridge-Quincy, MA-NH 1.70%

17 Minneapolis-St. Paul-Bloomington, MN-WI* 1.70%

19 Baltimore-Towson, MD* -0.90%

20 St. Louis, MO-IL -1.40%

For more information visit us at www.marcumllp.com/industries/construction

Exhibit 2. Construction Employment Growth in Twenty Largest U.S. Metropolitan Areas
March 2014 v. March 2015, Not Seasonally Adjusted

*Construction, Mining, and Logging are included in one industry. 
 Source: Bureau of Labor Statistics

Charts

Looking Ahead

The next six months will be much better.  The quality of jobs being added by the economy has improved and the pace of job
creation had been improving prior to March.  The pace of average wage growth is now at a multi-year high.  Consumers have
yet to unleash their spending power, which is also supported by ultra-low interest rates.

In 2014, the U.S. economy actually shrank significantly during the first quarter.  The economy picked up thereafter and ended
up expanding 2.4 percent.  While this year’s first quarter was disappointing, it was still better than last year’s.  Second quarter
growth will be better despite the fact that inventories entered the quarter at higher levels than hoped.  This will translate into
somewhat suppressed orders for goods during the second quarter, but the quarter is still likely to produce 3 percent growth
or better on an annualized basis.

One of the greatest threats to the U.S. economy is a strengthening U.S. dollar.  The Federal Reserve continues to contemplate
interest rate increases.  At the same time, European policymakers have just begun their own version of quantitative easing.
The flood of euros to come will weaken the euro, strengthen the dollar, and render U.S. products more expensive and 
uncompetitive, all things being equal.  This may prevent the U.S. economy from expanding 3 percent or more for all of calendar
year 2015, but this still may end up being the best year of the current economic expansion thus far.



First Quarter 2015 Performance Quarterly Values % Change from

Gross Domestic Product 2015Q1 2014Q4 2014Q3

Overall Real GDP 0.2% 2.2% 5.0% NA NA

Nonresidential Fixed Investment in Structures -23.1% 5.9% 4.8% NA NA

Construction Spending, Seasonally Adjusted (in $millions) Mar-15 Feb-15 Mar-14 Feb-15 Mar-14

Total Construction 966,561 972,868 947,303 -0.6% 2.0%

Residential 354,738 360,451 363,111 -1.6% -2.3%

Nonresidential 611,823 612,417 584,191 -0.1% 4.7%

Lodging 17,617 16,746 14,435 5.2% 22.0%

Office 49,941 48,873 41,670 2.2% 19.8%

Commercial 59,633 60,986 52,870 -2.2% 12.8%

Healthcare 37,954 37,867 38,029 0.2% -0.2%

Educational 74,030 75,415 76,330 -1.8% -3.0%

Religious 2,893 3,047 3,510 -5.1% -17.6%

Public safety 8,392 8,635 9,228 -2.8% -9.1%

Amusement and recreation 18,327 18,902 14,805 -3.0% 23.8%

Transportation 44,621 44,170 40,866 1.0% 9.2%

Communication 16,384 14,585 17,907 12.3% -8.5%

Power 89,362 90,103 106,066 -0.8% -15.7%

Highway and street 78,270 80,191 82,680 -2.4% -5.3%

Sewage and waste disposal 24,005 24,054 20,070 -0.2% 19.6%

Water supply 12,388 11,914 12,115 4.0% 2.3%

Conservation and development 7,547 8,518 6,722 -11.4% 12.3%

Manufacturing 70,461 68,410 46,889 3.0% 50.3%

Employment, Seasonally Adjusted (in thousands) Mar-15 Feb-15 Mar-14 Feb-15 Mar-14

National Total Nonfarm 141,183 141,057 138,055 0.1% -3.3%

Construction 6,344.0 6,345.0 6,062.0 0.0% 4.7%

Residential building 691.5 687.8 644.8 0.5% 7.2%

Nonresidential building 723.4 722.8 691.5 0.1% 4.6%

Heavy and civil engineering construction 933.7 937.6 904.3 -0.4% 3.3%

Residential specialty trade contractors 1,726.3 1,732.8 1,636.7 -0.4% 5.5%

Nonresidential specialty trade contractors 2,268.8 2,264.4 2,185.1 0.2% 3.8%

Producer Prices Mar-15 Feb-15 Mar-14 Feb-15 Mar-14

Finished Goods (seasonally adjusted) 193.5 192.5 200.0 0.5% 2.1%

Inputs to Construction Industries 212.5 210.8 220.4 0.8% -3.6%

Softwood lumber (seasonally adjusted) 184.7 192.6 199.5 -4.1% -7.4%

Concrete products (seasonally adjusted) 236.3 236.2 226.9 0.0% 4.1%

Crude energy materials (seasonally adjusted) 143.6 145.7 255.1 -1.4% -43.7%

Iron and steel (not seasonally adjusted) 204.7 210.0 231.3 -2.5% -11.5%

Sources: Bureau of Economic Analysis; U.S. Census Bureau; Bureau of Labor Statistics; NA = Not Applicable or Not Available
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Joseph Natarelli is the National Leader of Marcum’s
Construction Industry Practice and Partner-in-
Charge of the Firm’s New Haven office. For nearly a
decade, he has served as a Technical Reviewer for
the AICPA’s Audit Risk Alert for Construction 
Contractors and the AICPA Accounting Guide 
— Construction Contractors. Joe also served as
2013-2014 Chair of the AICPA National Construction
Industry Conference.

Joseph Natarelli

Services

Marcum’s Assurance division professionals
provide a tailored audit approach to each
engagement. Team members place a
strong emphasis on early planning and
learning the unique aspects of a client’s
business. Doing so ensures that each client
receives an effective, cost-efficient and 
independent audit performed in a timely
manner.

The Assurance division works with commercial
and SEC clients, governmental and not-for-
profit entities and employee retirement
plans. A full range of services is offered 
including:

Agreed-Upon Procedures 
Attestation 
Financial Audits Reviews 
and Compilations 
Breakeven Analyses 
Single Audits 
Sarbanes-Oxley 404 Compliance 
Forecasts and Projections 
Internal Audits 
Internal Control Reviews 
IT Audit and Advisory Services
Strategic and Operational Planning

The Tax & Business Services division is
comprised of dedicated professionals who
have been involved with numerous complex
transactions at the local, national and 
international levels.

The division offers all forms of regulatory
compliance services, planning and special-
ization in a variety of areas including:

Estates, Gifts and Trusts
Family Wealth Planning
Bankruptcy and Insolvency Tax
State and Local Taxation
SEC and Large Corporate Matters
International Taxation
Real Estate Tax Services
IRS Representation

With partner involvement at every level of
service, the Tax & Business Services team
provides highly personalized advice and
guidance to a client base including:

High-Net-Worth Individuals
Family Business Owners
Large Corporations
International Businesses
Foreign Nationals
Tax Exempt Clients

Marcum’s Advisory Services division works
with clients across a broad range of industries.
The team’s skilled professionals use their
experience to help clients address and 
navigate complex business and personal
issues including:

Bankruptcy and Fiduciary Services 
Insolvency and Receivership
Trustee, Reorganization and 
Financial Advisory Services

Forensic and Litigation Services 
Forensic Accounting and 
Fraud Assessment
Damage Determination and 
Expert Testimony 
Marital Dissolution 
Regulatory Compliance, including
Bank Secrecy Act and Taxation
Due Diligence and Capital 
Formation
Computer Forensics 
Business Valuation

Operational & Process Improvement
Business Process Improvement
Internal Controls and Governance
Real Estate Advisory Services
Family Office Services
Risk Management

Anirban Basu is Marcum’s Chief Construction Economist.
He is also a member of the Firm’s National Construction
practice, as well as Chairman & CEO of Sage Policy
Group, Inc., an economic and policy consulting firm 
in Baltimore, Maryland. Anirban leads Marcum’s research
and analysis of the economic health of the commercial
construction industry in America. Additionally, he writes
the quarterly Marcum Commercial Construction Index
and annual Marcum JOLT Survey analysis. 

Anirban Basu

5

Assurance Tax & Business Advisory

JOSEPH NATARELLI
joseph.natarelli@marcumllp.com
203-781-9710

MICHAEL BALTER
michael.balter@marcumllp.com
954-320-8040

JOSEPH DESIMONE
joe.desimone@marcumllp.com
484-270-2530

JOHN ECKWEILER
john.eckweiler@marcumllp.com
949-236-5660

ADAM FIRESTEIN
adam.firestein@marcumllp.com
954-320-8025

BARRY FISCHMAN
barry.fischman@marcumllp.com
203-781-9630

DAVID FONTAINE
david.fontaine@marcumllp.com
401-457-6710

IRA KANTOR
ira.kantor@marcumllp.com
631-414-4726

BRETT MCGRATH
brett.mcgrath@marcumllp.com
860-760-0650

ROBERT MERCADO
robert.mercado@marcumllp.com
203.781.9730

STEVE RAPATTONI
steve.rapattoni@marcumllp.com
949-236-5670

ANTHONY SCILLIA
anthony.scillia@marcumllp.com
203-781-9700

JAMES WILKINSON
james.wilkinson@marcumllp.com
401-457-6709

Marcum LLP is one of the largest independent public accounting and advisory services firms in the nation. Marcum offers the resources of more than
1,300 professionals in 23 full-service offices strategically located in major business markets in the U.S. and abroad. Marcum’s comprehensive
services accommodate companies of all sizes in varied industries. From start-up through growth, merger or acquisition, to public listing or ownership
transition, Marcum professionals guide businesses every step of the way.

Offices located in NEW YORK, MASSACHUSETTS, CONNECTICUT, RHODE ISLAND, PENNSYLVANIA, FLORIDA & CALIFORNIA

Marcum’s National Construction Industry Service Group


