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Executive Summary
U.S. Economy Summary

Many economic indicators point to a period of continued economic growth in the coming quarters:
• Index of leading economic indicators remains positive and growing stronger
• Consumer sentiment is at very high levels
• Consumer spending, which has been and remains the engine of this growth, continues to increase
• Employment is rising, especially in the manufacturing sector
• Interest rates and inflation, although rising, remain low and manageable
• Energy costs, though rising, remain low
• New home construction is increasing to near-traditional levels
• Existing home sales and prices are rising
• Government spending in the near-term will be a boost to growth
• Recovering global economy.

The following issues will restrain economic growth in the United States in 2017 and pose a threat to the recovery continuing:
• Illegal immigration and refugees could threaten to balloon welfare spending and hold down wages
• Change in Federal Reserve policy could threaten low rates and the economy
• Labor force participation remains at lower levels
• International discord in the Ukraine, North Korea, and Middle East—and global terrorism—could threaten world trade
• Wrong-headed changes to the Affordable Care Act (Obamacare) could hurt economic growth
• The huge U.S. government deficit could have unintended consequences that threaten U.S. economic stability and 

interest rates.

Comparing the U.S. FLOOReport - 2018 Edition flooring forecast dollar value consumption percent change for the calculated 
FY 2017 results with the same period last year indicates that most U.S. flooring types are performing somewhat near to forecast 
levels. Wood flooring is the main laggard as luxury vinyl tile (LVT) and laminate floorings have cannibalized wood flooring 
sales greater than expected.

U.S. FLOOReport Forecast & Calculated Actual Results
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Section 2: U.S. Flooring Market Forecast
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U.S. Flooring Market Forecast
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U.S. Flooring Market Forecast
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Section 3: Commercial Market Report
Among companies that pay taxes, the new corporate tax rate of 21%, which is a considerable decrease from the current 
35% statutory rate, should provide a major change in corporate profit rates. This increase in net after-tax income will allow 
companies to more easily expand and invest in the U.S. market. The current net corporate tax rate (after deductions) is about 
20% currently, so it remains to be seen what the new net tax rate will be.

Real commercial construction is forecasted to grow annually, after a slower growing 2018, through 2022 with various sectors 
showing differing levels of gains or losses (re: Fig. 2):

Comments on commercial construction in the United States by summary building type follow.

Institutional
Encompassing religious, public safety (prisons, 
police stations, courthouses, etc.), amusement and 
recreation, museums and libraries, military facilities, 
and transportation terminals, this segment is nearly 
two-thirds financed by government sources and 
depends heavily on the condition of local, state, and 
federal finances and their policies. Construction in 
this segment overall will be flat with a mixed result by 
building type (re: Fig. 3).

With federal and state government finances finally on 
the mend and a significant rise in deportations and 
roundups of illegal aliens, the need for an increase 
in prison capacity is certain. However, the Trump 
administration favors privately run prisons. Therefore, 
prison construction should remain constant through 
2020.

The incoming Trump administration has threatened to decrease the size of the Federal government, so employment or office 
construction at the Federal level will not grow during the next several years. 

Several major stadium projects are underway with others being planned. Also, expansion of local casinos will continue across 

Fig 1.

Fig 2.

Fig 3.
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the nation, which will threaten Atlantic City and Las Vegas and cause such project types to see good growth nationwide as such 
efforts increasingly are viewed as a means to boost state and local tax revenues.

Declining church attendance, difficulty in gaining financing, and many churches seeing declines in tithes and giving has caused 
major declines in religious construction. However, an improving economic situation should see a shift in giving and raise 
church construction slightly over the coming years. However, any gains will not be able to offset a decline in overall church 
attendance, which will see religious construction show a major decline.

Airports will need to upgrade facilities to accommodate new wide-body aircraft and a growing passenger volume. Also, facilities 
damaged by recent hurricanes will need to be repaired. Also, railroad and bus terminals are scheduled for renovation and/or 
replacement.

Trends affecting this segment include:
• Economic conditions
• Government finances
• Rising incarceration rates
• Population is increasing

 
Education

This segment includes all secondary schools 
(elementary, middle, and high schools), colleges 
and universities, dormitories related to schools and 
colleges, and all other school and college campus 
facilities (e.g., libraries, gymnasiums, etc.).

Federal aid will diminish as the Trump administration 
reduces Federal authority in education and emphasizes 
state and local control of schools and curriculum. 
Changing populations, caused by relocating seniors 
decreasing the tax base and more young people 
living in metro areas, will pose a challenge to school 
planning.

Year-round schools along with renovations and 
additions to existing school buildings will help control 
potential overcrowding, emphasizing the increased use 
of flexible space to accommodate full-year operation. 

Also, the Trump administration is championing school vouchers to provide school choice and the improvement of education 
via competition. Spending on educational construction will see marginal increases, if any, in the coming years.

Trends influencing education construction and renovation are:
• K-12 school enrollments will see increases in more than half of U.S. states;
• University capital spending is accelerating as endowments are benefiting from rising stock prices
• Rise in distance learning and online courses
• High cost of tuition and rising student loan burdens
• Greater focus on safe schools to reduce the threat of on-campus shootings
• The increase of modular and prefabricated school buildings has reduced construction costs.

Health Care
Health care facilities include hospitals and clinics, doctors’ offices, medical, rehabilitation, and veterinary facilities, and nursing 
homes. Health care construction and renovation is finally returning to its modest, historical growth rate, and growth in this 
segment will remain slow and steady through 2020. The bulk of work in this segment will be renovation and additions projects 
as well as outpatient care.

Fig 4.
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The following factors are driving health care 
construction spending:

• Hospitals are cautious with new investment 
due to the changing nature of health care and 
insurance, as well as the need for more qualified 
health care workers

• Potential significant changes to the Affordable 
Care Act planned by the Trump administration 
and the Republican U.S. Congress foster 
continued uncertainty

• Reduction of the corporate tax rate will be of 
significant benefit to health care owners

• The new model for hospitals is the medical center 
with a cluster of offices including beds, which 
will deliver more of a patient’s needs

• Nontraditional funding sources for private, 
nonprofit facilities:  private development and 
equity; government or government-backed; and 
pension and life insurance companies.

Retail
Building types designated as retail are all retail stores 
and supermarkets; shopping malls and centers; 
restaurants, bars, bistros; and selected service facilities 
such as cleaners, tailors, auto showrooms, etc. 
Retail construction traditionally follows residential 
construction, creating a demand for new retail outlets 
in and around new residential developments lagging the 
housing market by 12 to 18 months. However, rising 
e-commerce sales will dilute the need for new retail 
stores. 

It is expected that traditional shopping venues will 
likely result in a merging of online and bricks-and-
mortar shopping. Despite a significant growth in 
online shopping, there is also occurring an economic 
bifurcation whereby most shoppers seek the lowest-price 
retail stores and wealthier shoppers move to upscale, 
multi-use centers.

It is estimated that retailers will most benefit from the 
recent business income tax rate reduction. This in turn should provide many retail firms with increased profits. 

The following factors heavily influence retail store construction:
• The increase in housing starts will eventually promote new retail store construction
• Consumer spending and changing consumer buying habits
• Vacant big-box stores undergo renovations, such as repositioning for health care and educational purposes and multi-use 

facilities
• Online retail sales are increasing, driving smaller size stores that combine in-store and online sales
• Ongoing rise of e-commerce firms like Amazon will continue to reshape retailing, driving increased demand for 

distribution center construction.

Fig 5.

Fig 6.
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Offices
This segment includes all professional and other offices (e.g., lawyers, doctors, accountants, realtors, etc.) and office 
complexes. Office construction is highly dependent on 
employment.

In the United States, high office vacancy rates have led 
to increased incentives and concessions, which have 
served to decrease the vacancy rate (re: Fig. 7). 

The following factors influence office construction:
• Vacancy rates
• Corporate profitability
• Unemployment rate
• Individuals working from home
• Employment and workplace automation
• Interest rates on construction loans.

Traditionally, as the economy improves and 
unemployment drops, hiring increases and new office 
space is required. However, holding back the demand 
for office space is the increased use of companies 
offering employees the ability to work remotely, 
reducing overhead and square-footage requirements. 
Office construction will grow moderately through 
the next several years to accommodate the employees 
required to handle the growing business from the rising 
economy. 

However, the need for new employees is diminished by 
productivity gains via automation (re: Fig. 8).

Lodgings
This segment is composed of dormitory, hotel, 
and motel construction. Following a major dip 
in construction in 2010 through 2011, lodgings 
construction had been improving as occupancy rates 
for hotels and motels also rose. Occupancy rates are 
expected to continue to improve as the U.S. economy 
regains strength. Competition from startups such as 
Airbnb will be a continuing drag on growth.

Several trends are currently driving this segment:
• Both business and leisure travel are improving; 

technology is reducing the need for business 
travel; however, the economic recovery should 
increase vacation travel

• States increasingly are using large casino projects 
to boost tax revenues, and such projects often 
attract large lodging investments; oncomng 
supply in these areas is outpacing demand and 

Fig 7.

Fig 8.

Fig 9.
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pushing up vacancy rates
• Growth of alternative lodging systems like Airbnb
• The green movement is losing traction due to greater initial cost 

perceptions.

Section 4:  Economic & Commercial Market Tables



   10
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