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INTRODUCTION

Global uncertainty has grown as the
world’s largest economy seeks to rewrite
global trade agreements, driving up
construction-related commodity prices
with further increases expected. This is
another headwind, as the sector
continues to struggle with skilled labor
shortages.

Construction activity has slowed as
companies recalibrate 2025 projects,
emphasizing the need for policy clarity
to enable long-term planning.

Despite this uncertainty, global growth
expectations remain, though at a slower
pace.
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Global supply chain stress
has risen but remains
below recent highs.
Growing uncertainty
complicates planning and
may increase stress.

Labor constraints remain
challenging, especially in
skilled labor. Wage
increases are necessary to
attract talent to
construction but add
further pressure to overall
costs.
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Office and industrial
construction pipelines
have fallen in the Americas
and EMEA but continue to
be robust in APAC.






GLOBAL STRESS LEVELS INCREASE

Despite rising global tensions, global supply chain stress

levels remain below long-term averages
A Global geopolitical tensions rose in the first

150 5 quarter of 2025, as a new U.S. administration
focused on tariff policies with the aim of
140 4 rebalancing global trade. Over the past 12
> months, the global supply chain stress reading
« 130 /‘ 3 E averaged -0.2, much lower than pandemic-level
3 { ﬁ highs but higher than the prior 12-month
ﬁ & average of -0.6, indicating that overall stress
é 120 ! 11; = levels are ticking up.
% 10 . é A Supply chain stress levels have increased in
5 A § g China, with the 12-month average rising to 107
_Z 100 A ﬁ o ) J / o 5 from 104 in the prior period. Supply chain
o) i‘/f\/ \ [ ~0.18 F: challenges are likely to increase until tariff
n P \,\/\/\ ’ \\ C?) policy settles. Current uncertainty makes long-
90 \,\/ / . ! term planning difficult for companies, further
straining the supply chain.
80 g A Stress in the U.S. recently ticked up, but at 114
. . for the past 12 months, it remains relatively flat

from the 115 level in the previous 12 months and
significantly below the 2022 peak. Tariff

— United States China Latin America — Global (RHS) uncertainty will likely push stress higher in the
near term.

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Source: Federal Reserve Bank of New York
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GLOBAL INFLATION FALLING SLOWER

Inflationary pressure is building after a period of disinflation

A Current inflation levels have declined from their

12% 2022 highs, but recent global economic
uncertainty has slowed the pace. Based on the
10% International Monetary Fund (IMF) April 2025

Outlook, global inflation forecasts have been

8% revised slightly higher while still projecting a

X

2 . downward trend. Global inflation is expected to
So O% fall to 4.3% in 2025 and further to 3.6% in 2026,
O C

& g 4% A The IMF revised inflation slightly upward for

g) > mature economies and slightly downward for

> 9 2% emerging and developing economies.

C

S A The Moody’s Analytics two-year forecast calls

for higher inflation in the U.S. and the UK in
2025, primarily due to tariff policies. However,
these increases are expected to be temporary,

4% with inflation falling through 2026.
T M AN S M AN M AN S M AN S M AN M AN SETMAN TS T MMAN TS TN ; ; ) ) B
9000J00000008000300030008000800303200 A Higher inflation is forecasted through 2026 in
850393332083 588650R500000088833888AaA China and developing Asia, as they contend
Nggggogogooomgmwmggmmgmngg(\](\,ggg(\,gg _ al p.g_ : y _
R with rising global pricing and uncertainty.
Forecast Euro Zone Developing Asia . . .
_ _ _ _ _ A Continued uncertainty around tariffs poses a
—— China, People's Republic of =——United Kingdom —United States

downside risk to the global economy.
Source: The World Bank;, Moody’s Analytics
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INTEREST RATE CUTS UNCERTAIN

The interest rate trajectory is unclear due to potential
inflationary conditions
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While global inflation is still expected to
continue to fall through 2026, current
geopolitical policies may create inflationary
conditions. Due to potential increases in
inflation, central banks are likely to pause or
slow further interest rate cuts until inflation
indicators subside.

Positive construction sector sentiment at the
start of the year has faded due to growing
uncertainty. With interest rates not falling as
quickly as expected, the pace of construction
activity will likely be subdued until there is more
clarity.
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ENERGY AND COMMODITIES

Energy prices continue to trend downward
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In the first quarter of 2025, global energy prices
rose 2.4% quarter-over-quarter (QOQ) but were
3.2% lower than a year ago. Energy prices
remain higher than pre-pandemic levels, up 61%
from the first quarter of 2020. The World Bank
expects energy prices to decline by 17% through
2025, with a further decline of 6% in 2026.
These price declines are expected to help offset
some of the cost pressures from higher tariffs.

Global commodity prices rose 1.1% QOQ and
7.9% year-over-year (YOY) as markets began
pricing in higher tariff rates during the first
quarter. While commodity prices are 49% above
pre-pandemic levels, they have eased from their
2022 peaks. The forecast calls for softening of
commodity prices overall, however, until there is
more clarity around tariff policies, volatility in
pricing should be expected.



CONSTRUCTION COSTS TICK UP

Cost increases have decelerated across most countries, but
recent geopolitical turmoil is applying upward pressure

250 A The pace of construction cost increases has
’ decelerated from 2021-2022 highs, but recent

20% global pressure on prices is beginning to impact

@ costs.
(2]
S 25% A As of the fourth quarter of 2024, the average
_g 50% YQY increase in construction costs across these
‘g representative countries was 2.6%, a 107-basis
E 15% point (bp) drop from cost increases a year ago.
S A Costs began rising in the first quarter of 2025,
GE) 10% as reflected in price indices for countries that
% co; have data available. Despite this uptick in
5 prices, increases remain well below their
5 0% average 10-year increase. Further increases in
> 2025 are expected to remain below the 10-year
59 /\JJ average and not approach 2021-2022 levels.
However, it’s important to note that costs
-10% remain significantly higher than pre-pandemic
0@(}\0@&0\6@ \Q’G%o\/\(}\ \/\690\%0\ @OADO@O\ \O)G%%Q@ (1904’61}0\ q}(}/19 qQ/G\ q/q/éb rﬂ,o\ {ﬁjéb %DQ} %VG% qﬁ’)G\ Ie_vels, and cour?tries are already operating at a
D S S S S S S SN S M S S S S S S SN T higher cost basis.
——South Korea Australia Canada =——Germany -—United States

Source: Moody'’s Analytics
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CONSTRUCTION EMPLOYMENT

Remains challenging around the globe
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-5%

-7% ;
China, Hong

Australia Brazil Canada India Japan  Mexico

Republic Zone Kingdom SAR
of (China)
B QOQ 2.3% -0.6% 0.7% -0.3% -0.2% 0.2% 3.4% -0.2% 0.4% 0.1% 0.3%
mYQY 5.8% -0.8% 1.4% 0.4% 0.3% 0.2% 3.9% -0.5% -2.8% -0.3% 2.0%
ml-yrF 1.5% -4.1% -2.2% -1.6% -1.0% 1.1% -0.8% 2.1% 0.7% 0.1% 0.6%

2-yrF  3.3% -7.5% -3.0% -2.8% -1.3% 2.2% -2.3% 3.1% 1.4% 1.0% 0.0%

Source: Moody'’s Analytics
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People’s  Euro United Kong United
States

Construction employment grew an average of
0.5% QOQ and 0.9% YOY across the countries
represented in this chart.

Growth is expected to soften in 2025 and 2026
as uncertainty impacts project planning.
However, growth will remain positive in mature
economies, including Australia, the UK, Japan
and the U.S., as well as emerging markets of
India and Mexico.

Other global markets expect weakening
construction employment growth as a softer
global economy and increasing costs impact
construction projects globally.
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LABOR CONSTRAINTS EASE SLIGHTLY

Despite some slight easing, labor remains constrained

Financial Constraints

Cost of Materials

Insufficient Demand

Skills Shortages

Planning/Regulation

Competition

Labor Shortgages

Shortage of Materials

Weather

0% 10% 20% 30% 40% 50% 60%

Q4 2024 mQ3 2024

Source: Royal Institution of Chartered Surveyors (RICS) Q3 2024 Global Construction Monitor
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According to the Royal Institution of Chartered
Surveyors (RICS) Q4 2024 survey of over 2,500
companies worldwide, businesses have
observed a slight easing in labor shortages.
Despite this improvement in sentiment, labor
shortages remain the primary factor limiting
construction activity.

The survey also shows a slight easing in skill
shortages, however, access to skilled labor
remains a concern, especially in the Americas
where demand for labor is stronger.
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GLOBAL OFFICE CONSTRUCTION DROPS TO 20-YEAR LOW

The construction pipeline continued to shrink but remains robust in APAC

Office Deliveries by Region Under Construction as a % of Inventory
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INDUSTRIAL CONSTRUCTION PIPELINE SLOWS FURTHER

The global industrial construction pipeline fell below its 10-year annual average, but the total

inventory under construction remains above 2018 levels
Industrial Deliveries by Region Under Construction as a % of Inventory
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CONSTRUCTION
COSTS

Cushman & Wakefield

The U.S. construction sector is entering a period of
uncertainty and price adjustment. Tariffs on in-
demand metals have driven double-digit YOY price
increases as suppliers prepare for a high-cost
environment. The possibility of further tariffs has
pushed up prices for both services and products.
Price volatility is expected to continue until long-
term policies are finalized, though increases are
unlikely to reach peaks seen during the pandemic.



TARIFF UNCERTAINTY INCREASES

Current tariffs are subject to change

U.S. Tariffs Retaliatory Tariffs

20% broad tariff on all Chinese imports
(effective February 4; increased March 4)

10% tariff on Canadian potash and energy
(effective April 2)

25% tariff on all Mexican imports and other
Canadian imports* (effective March 4)

25% tariff on all automobiles, with an exemption
for US content** (effective April 3)

25% tariff on all steel and aluminum imports
(effective March 12)

Modified April 2 announcement: 10% minimum
tariffs on all countries ex. China, Canada, & Mexico;
125% tariff on China (effective April 9, modified
April 9, 90-day duration)***

Source: Yale Budget Lab

China 10%/15% list

(announced February 4)

Canada 25% list

(announced March 4)

China 10%/15% list

(announced March 4)

Canada 25% list

(announced March 13)

China broad 125%

(announced April 4)

China suspension of exports of minerals and
magnets
(announced April 11)****

* USMCA-compliant trade remains duty-free. TBL assumes that 49% of imports by value from Mexico are USMCA-compliant, while

38% of imports from Canada are compliant.

** TBL assumes that 40% of automobile content in imported motor vehicles from Canada and Mexico are of US origin.

*** The tariffs announced on April 2 apply to most imported goods but exempt steel, aluminum, and autos—which have already been
tariffed separately this year—as well as copper, pharmaceuticals, semiconductors, lumber, energy, and critical minerals. The
Administration clarified the scope of the semiconductor exemption on April 13. TBL carved out these commodities in its analysis of
the April 2 announcement but does stack tariffs on those commodities from earlier announcements where applicable.

% TBL simulated this as a prohibitive Chinese export tariff on these commodities.

Cushman & Wakefield

The U.S. administration’s tariff policy remains
fluid, with changes to current and future tariffs
expected. This ongoing unpredictability
increases uncertainty and limits companies’
ability to plan long-term projects.

Despite this uncertainty, cost increases have
already been observed in supplier prices as they
attempt to plan in the short term.

Considering this uncertainty, C&W expects
construction costs to rise further. Tariffs are
expected to drive up construction material
costs by an estimated 5-7% in 2025. Reduced
immigration could add upward pressure to
labor costs if the labor market remains resilient.
These dynamics will slow new development,
benefiting existing assets as the supply pipeline
contracts.

19


https://www.whitecase.com/insight-alert/china-imposes-retaliatory-tariffs-and-non-tariff-measures-response-trump-tariffs
https://www.canada.ca/en/department-finance/news/2025/03/list-of-products-from-the-united-states-subject-to-25-per-cent-tariffs-effective-march-4-2025.html
https://www.whitecase.com/insight-alert/china-retaliates-tariffs-and-non-tariff-measures-response-trumps-additional-tariffs
https://www.canada.ca/en/department-finance/news/2025/03/list-of-products-from-the-united-states-subject-to-25-per-cent-tariffs-effective-march-13-2025.html
https://www.nytimes.com/2025/04/11/business/china-tariffs-125.html

GIVING BACK 2024 PRICE DECLINES

Prices have preemptively increased across most segments in expectation of tariff impacts

Macroeconomic and geopolitical uncertainty are 1-Month YOY Prior Year* % Change
driving pricing higher as the construction sector % Change % Change % Change Jan-2020
strives to understand the impact of recent policies. SIEUSIERES
. . - . i i - o, _ 0,
In the absence of clear policy and in anticipation of Nonresidential 0.4% 1.7% 1.0% 38.7%
a higher cost environment, the industry has Office -0.5% 2.5% -1.8% 44.1%
preemptively raised prices across major services. Industrial -0.4% 0.5% -1.0% 39.5%
As of April 2025, nonresidential structural prices Warehouse -0.2% -0.2% 0.0% 43.5%
were up 1.7% YOY. Overall, structure prices were up Healthcare -0.2% 3.4% -1.2% 37.7%
o o o .

1.6% YQY, giving back the 1@ price decrease from Average Change L0.3% 1.6% 1.0% Jp—
the prior year. Healthcare prices posted the largest
price escalation at 3.4% YOY. oA LGSR 28

. . Concrete Contractors 0.5% 2.1% 0.3% 32.6%
Contractor prices rose 2.1% YOY. Roofing contractor

. . . . i 0, [0} 0, o,

prices have been stubbornly high, increasing 3.2% HEeine CeniEeers 014 —— = S

9% i i Electrical Contractors 0.4% 2.0% -0.7% 32.4%
YOY after a 1.3% increase the prior year.
Prices for services increased the most at 5.4% YOY, Plumbing; HVAC Contractors -1.4% 1.5% 2.1% 29.4%
significantly higher than the prior year increase of Average Change 0.0% 2.1% 0.7% 37.2%
2.9%. Utility prices were lower on a month-over- SERVICES

month (MOM) basis due to recent softness in oil

_ _ ) _ Utilities -0.6% 6.3% 0.6% 32.7%
prices but are still 6.3% higher on a YOY basis. -

Janitorial 0.1% 3.8% 1.1% 17.4%

Waste Collection -0.7% 6.9% 4.2% 38.0%

Nonresidential Bldg. Maintenance & Repair 0.0% 4.6% 5.7% 31.2%

Average Change -0.3% 5.4% 2.9% 29.8%

Cushman & Wakefield Source(s): United States Bureau of Labor Statistics (www.bls.giv/ppis); *Prior year represents April 2024 YOY price change 20
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COMMODITY PRICE INCREASES ACCELERATE

Tariffs are driving costs higher across commodities and products

Commodity-focused tariffs have pushed prices for
in-demand metals higher. While tariffs are not a 1:1
price increase, expectations of a higher cost
environment have pushed YOY increases to double
digits across many commodities and products.

Construction-related commodity prices increased
4.0% on a YOY basis as of March 2025, higher than
the prior year’s 1.0% increase. Some commodities
saw price declines on a YOY basis, including hot
rolled bars, steel pipe and tube, fabricated
structural metal and prefabricated metal buildings.

Prices for aluminum, fabricated steel plate and
nonferrous metals prices increased YOY by double
digits.

The three- and six-month forecast calls for price

increases across all commodities. Tariffs are
expected to result in additional an 7.9% increase in

copper and aluminum prices in the next six months.

On average, costs are projected to be:

4 4.0% from current prices to June 2025

f 4.1% from current prices to September 2025

Cushman & Wakefield

Lumber

Hot rolled bars; plates & structural

Steel pipe and tube
Nonferrous metals
Nonferrous wire and cable
Fabricated structural metal
Fabricated steel plate
Prefabricated metal buildings
Miscellaneous metal products
Glass

Concrete and related products
Concrete products

Asphalt felts and coatings
Other nonmetallic minerals
Copper Base Scrap
Aluminum Base Scrap

Average Change

1-Month YOY

% Change % Change

1.5% 2.5%
1.2% -9.1%
1.1% -7.9%
1.4% 11.1%
1.0% 3.8%
0.6% -3.8%
0.3% 13.9%
0.6% -2.0%
0.5% 3.0%
1.1% 2.7%
1.6% 7.0%
1.1% 3.4%
2.8% 3.3%
3.5% 8.6%
2.4% 7.8%
2.5% 20.2%
1.5% 4.0%

Prior Year
% Change

-2.2%
-2.9%
-10.0%
-2.4%
-0.8%
-4.6%
-0.6%
5.7%
1.9%
0.8%
6.8%
6.6%
4.9%
3.1%
2.1%
8.4%
1.0%

3-Month
Forecast™
(Mar-2025)

4.4%
4.6%
4.6%
3.7%
3.4%
1.5%

1.2%

1.9%

1.5%

2.7%
3.4%
3.2%
8.4%
6.8%
6.8%
6.6%
4.0%

6-Month
Forecast*
(Sep-2025)

3.3%
5.4%
5.4%
4.8%
4.2%
1.9%
1.5%
2.5%
2.7%
2.2%
3.0%
3.8%
4.9%
4.3%
7.8%
7.9%
4.1%

Source(s): United States Bureau of Labor Statistics (www.bls.giv/ppis); Prior year represents March 2024 YOY price change
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EQUIPMENT PRICES BEGIN TO ESCALATE

Prices have begun accelerating after softening in 2024

January equipment prices increased 3.9% YOY,
slower than the 4.3% growth from the prior year.

Transformers and power regulators experienced
some price easing, up 1.0% YOY versus a 3.9%
increase the prior year. Prices for switchgear
continued to rise, increasing 6.4% YQY, close to the
6.7% YQOY increase the prior year.

Tariff policy is having an outsized impact on price
increases. Higher costs are expected in 2025, with
prices increasing significantly in the next two
months across all equipment categories.

On average, equipment prices are projected to be:

t 3.5% from current prices to June 2025
t 6.3% from current prices to September 2025

Cushman & Wakefield

Switchgear; switchboard; etc.
equipment

Metalworking machinery and
equipment

Pumps; compressors; and equipment
Fans and blowers; except portable
Electrical machinery and equipment

Motors; generators; motor generator
sets

Transformers and power regulators
Process control instruments

Average Change

1-Month

% Change

1.9%

1.3%

0.9%
0.8%

0.1%

0.0%

0.0%
1.1%

0.8%

YOY %
Change

6.4%

3.7%

4.8%
1.7%

2.0%

5.8%

1.0%
5.7%

3.9%

Prior Year
% Change

6.7%

4.6%

5.9%
1.6%

2.4%

4.1%

3.9%
4.8%

4.3%

3-Month
Forecast*
(Jun-2025)

5.8%

4.0%

3.1%
3.9%

1.4%

2.6%

3.9%
3.0%

3.5%

6-Month
Forecast*

(Sep-2025)

6.8%

4.8%

5.8%

6.8%

4.0%

7.5%

11.0%

3.9%

6.3%

Source(s): United States Bureau of Labor Statistics (www.bls.giv/ppis); Prior year represents September 2023 YOY price change
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UPTICK IN CONSTRUCTION COSTS

Costs edged higher as tariff uncertainty impacted pricing

Construction costs began to edge higher in January
2025 in anticipation of tariff policies. While tariffs
have been placed on aluminum and steel imports, 25,000
the scope of additional tariffs remains uncertain.
The lack of clarity has resulted in higher
construction costs as contractors and suppliers try
to plan their projects.

100, NSA)

20,000

Based on the Engineering News-Record index,
construction costs, which include common labor,
rose 2.1% YQY, as of March 2025. Building costs,
which include skilled labor, increased 1.8% YOY.
While additional increases are expected in 2025,
costs are not expected to increase sharply like they
did in 2022. 5,000

15,000

—— — +3.7% YOY
10,000 +0.9% MOM

4/_/_*_- +1.8% YOY
+0.2% MOM

ENR: Cost index, (1913

March labor cost increases were more pronounced,
with common labor rising 2.9% YOY and skilled

labor up 3.7% YQOY. Further increases are expected _ . _
as labor constraints continue to increase. Construction ——Building Common Labor ——Skilled Labor

Jan-15
Jan-16
Jan-17
Jan-18
Jan-19
Jan-20
Jan-21
Jan-22
Jan-23
Jan-24
Jan-25

Core and shell Commodities, including structural Source: Engineering News-Record (ENR) (McGraw-Hill)
and fabricated metals, glass, switchgear and
mechanical, continue to increase.

Cushman & Wakefield 23



NEW CONSTRUCTION STARTS INCREASED YOY

However, nonresidential building starts decreased

March 2025 new construction starts rose 51% YOY
and were up 2.9% MOM after falling at the start of
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