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Executive Summary: A Market Defined by 
Concentration, Constraints, and Divergence 
2026 is shaping up not as a year of broad expansion, but as one defined by the surge of power-intensive industries 
colliding directly with structural constraints that dictate pace. Data centers, power infrastructure, and institutional 
projects will continue to advance even as the grid, specialized labor, and critical materials become binding limits on 
project timing and cost. Meanwhile, geopolitical fragmentation and the widening K‑shaped economy are concentrating 
material risk and accelerating the split between sectors gaining momentum and those losing traction. In this 
environment, the firms that outperform will be those that can separate noise from signal, align capacity with durable 
demand, and manage localized volatility with greater precision. 
 
The Noise: 

• Broad inflation markers mask the real issue: volatility 
remains concentrated in metals and concrete, not 
broadly across materials. 

• Headlines about a construction slowdown mislead: 
top-line growth is modest, but data centers and 
power-linked projects are driving the real market. 

• Project cancellations overstate risk: despite isolated 
headlines, the pipeline, especially in hyperscale and 
grid-adjacent sectors, continues to expand. 

The Signal: 
• Power availability is now a gating constraint: grid 

capacity will determine which large-load projects can 
move forward. 

• Cost risk is concentrated, not broad: metals and 
concrete remain the key volatility drivers requiring 
earlier procurement and tighter contingencies. 

• Capital is clustering, not spreading: investment is 
flowing toward high-value, power-intensive sectors, 
widening the gap across the construction market. 

This quarter, MSI Economics cuts through the noise to highlight the signals that matter for 2026—where demand is 
consolidating, constraints are becoming binding, and where the next investable opportunity set is beginning to form 
across the construction economy.  
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Data Centers: Planned Builds Vastly Outweigh Existing Capacity 
Industry outlooks cite a 33% surge in data center spending in 2025 with another 20% increase expected in 2026.1,2 In 
some regions, planned capacity now exceeds existing build-out by a factor of 10, and streamlined federal permitting is 
clearing the path for further acceleration.3 At the same time, state and local agencies are tightening requirements as 
regulators reassess the sector’s energy and infrastructure impacts. Against this backdrop, grassroots opposition triggered 
a spike in project cancellations in 2025, with at least 25 data centers scrapped, four times the prior year4, driven by 
community concerns over power demand, water use, and rising electricity costs, rather than by capital constraints or 
overvaluation risk. 

 

 

“Heading into 2026, the biggest risk for the data center sector isn’t about a lack of demand; it is the overbuild versus the 
real demand in AI and data center infrastructure.” 

- Jonathan Hatzor, CEO, Parametrix, August 11, 20255 

 

The Market’s Message  
Even with emerging friction and some leaders beginning to assess the alignment of build with demand, data centers 
remain the construction economy’s primary engine. Their pull on specialized labor and components will intensify, driving 
localized cost escalation and constraining resource availability for competing project types. 

 
1 2026 PCL Construction Industry Outlook: Key Trends, Data and Sector Insights 
2 Data center construction rolls into 2026 | Construction Dive 
3 Charting the data center development roadmap in key US states | Reuters 
4 Data Center Project Cancellations Quadrupled in 2025 as Locals Fight Back 
5 How Power, Politics And AI Will Shape Data Center Development In 2026 

Source(s): Reuters, Cleanview 

https://mocaservices.com/economy-report-sign-up/
https://www.pcl.com/us/en/insights/2026-pcl-construction-industry-outlook-key-trends-data-and-sector-insights
https://www.constructiondive.com/news/data-center-construction-rolls-into-2026/808636/
https://www.reuters.com/business/energy/charting-data-center-development-roadmap-key-us-states-2026-01-22/
https://gizmodo.com/data-center-project-cancellations-quadrupled-in-2025-as-locals-fight-back-2000709669
https://www.bisnow.com/national/news/data-center-development/whats-next-for-data-center-development-industry-leaders-make-2026-predictions-132606
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Power Demand Shock: How the Grid Is Responding 
The U.S. power system is entering 2026 with a structural demand pull from large-load growth linked to data centers and 
AI. In constrained regions, power deliverability is now a gating factor alongside permitting and financing. The grid is not 
expanding fast enough to connect new load and maintain reserve margins, prompting a 2025–2026 policy response 
focused on accelerating generation and transmission delivery and reducing interconnection friction. In September 2025, 
DOE launched Speed to Power initiative to accelerate grid capacity development.6 In December 2025, regulators 
required the development of clearer rules governing large load additions, including configurations that involve co-located 
load.7 The challenge is most visible in PJM interconnect, which projects 32 GW of peak load growth from 2024–2030, 
with ~30 GW attributed to data centers.8 Elsewhere, ERCOT is pursuing near-term supply expansion, reporting 9.9 GW of 
resources intending to synchronize in 1H 2026, led primarily by solar and battery storage.9 

  

 

 “Clarifying new rules will help release the bottleneck of large load investments across the PJM footprint.” 

- Laura Swett, Chairman, FERC (Dec. 18, 2025)10  
 

The Market’s Message 
Electricity is now a strategic choke point for the built environment. Constraints on deliverable power will slow certain 
types of construction while accelerating others, particularly grid upgrades and distributed generation projects. With 
data-center expansion and power-sector buildout advancing in parallel, cost pressure is expected to intensify as 
competition grows for transformers, transmission components, and the skilled labor required to install them.  

 
6 U.S. Department of Energy (DOE), Grid Deployment Office. Speed to Power Initiative (Sept. 18, 2025) 
7 Federal Energy Regulatory Commission (FERC). FERC Directs Nation’s Largest Grid Operator to Create New Rules… (Dec. 18, 2025) 
8 PJM Interconnection. Critical Issue Fast Path – Large Load Additions: Problem/Opportunity Statement (Oct. 14, 2025) 
9 ERCOT. Item 16.2: System Planning and Weatherization Update (Revised) (Dec. 2, 2025). 
10 Reuters. US energy regulator directs PJM to launch rules on AI connections (Dec. 18, 2025). 
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https://mocaservices.com/economy-report-sign-up/
https://www.energy.gov/speed-to-power
https://www.ferc.gov/news-events/news/ferc-directs-nations-largest-grid-operator-create-new-rules-embrace-innovation-and
https://www.pjm.com/-/media/DotCom/committees-groups/cifp-lla/2025/20251014/20251014-informational-only---critical-issue-fast-path---large-load-additions---problem-statement---updated---clean.pdf
https://www.ercot.com/files/docs/2025/12/02/16.2-System-Planning-and-Weatherization-Update_Revised.pdf
https://www.reuters.com/business/energy/us-energy-regulator-directs-pjm-launch-rules-ai-connections-2025-12-18/
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The New Cost Curve: Concrete Steady, Metals Wild 
Construction materials markets are split between stability and volatility by product type as the industry heads into 2026. 
Concrete and cement inflation has cooled but remains persistently positive at +1.7% YoY, aligning with forecasts calling 
for continued 4–6% increases this year due to structural supply and energy pressures11. Lumber has normalized after its 
2021 spike, now hovering near zero and reinforcing reports of relative stability across wood products through 2025.12 
Metals, however, remain the real pressure point: iron and steel have swung back into positive territory (+3.1% YoY), 
while copper has surged to +11.4%, mirroring mid-2025 analyses attributing renewed volatility to elevated tariffs and 
global supply tightness.13 Recent national input price data showing a 0.6% monthly November increase14 further 
confirms that materials cost risk has shifted from broad inflation to concentrated hotspots in metals and concrete.  

  

“With slow or declining growth for most structure types, there will be little demand pressure on materials costs. However, 
materials that are imported or compete with imports will experience outsized cost increases.” 

- Kenneth D. Simonson, Chief Economist, Associated General Contractors of America (Jan 20, 2026)15 

 

The Market’s Message   
Cost pressure isn’t the story for 2026; the source of it is. Inflation has shifted from broad and predictable to narrow, 
sudden, and category-specific. Leaders need tighter budgets, tighter scopes, and contracts built for surprise shocks. The 
firms that plan for “spike risk” will keep their margins; everyone else will leak them.   

 
11 First-Quarter 2026 Outlook for Construction Materials - Trinity Street Capital Partners 
12 Q4 2025 Construction Cost Insights Report Recap: Three End-of-Year Trends to Watch | Gordian 
13 Gordian_QuarterlyReport_2025_Q2-FINAL.pdf 
14 News Releases | ABC: Tariffs Push Construction Materials Prices 
15 Economist Snapshot: 2026 Construction Costs Outlook - Urban Land Magazine 
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https://mocaservices.com/economy-report-sign-up/
https://trinitystreetcp.com/commercial-real-estate/first-quarter-2026-outlook-for-construction-materials/
https://www.gordian.com/resources/construction-costs-q4-2025/
https://www.gordian.com/uploads/2025/05/Gordian_QuarterlyReport_2025_Q2-FINAL.pdf
https://www.abc.org/News-Media/News-Releases/abc-tariffs-push-construction-materials-prices-higher-in-november
https://urbanland.uli.org/capital-markets-and-finance/economist-snapshot-forecasting-construction-costs-outlook-for-2026
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Further Developments: Davos and K-Shaped Economy 

Davos Geopolitics: Fragmentation and Construction Risk 
The January 2026 World Economic Forum underscored a global environment defined by geopolitical fragmentation, tariff 
uncertainty, and intensifying great-power competition. For U.S. construction, these dynamics translate into elevated 
supply-chain volatility, higher imported material costs, and greater uncertainty around long-term investment planning. 
With trade tensions and regulatory divergence shaping global commerce, firms should expect continued pricing pressure 
and extended lead times for critical materials—particularly those tied to energy, technology, and industrial projects. 

"The world is balancing on a precipice.” 

- Børge Brende, President of the World Economic Forum (Jan 20, 2026)16 

Brende’s remarks reflected the summit’s assessment of escalating geopolitical confrontation and its economic 
consequences. The impact to U.S. construction is centered on volatility of material availability and price. 

K-Shaped Economy 
The U.S. economy’s increasingly K-shaped trajectory, where higher-income households continue spending while 
lower-income groups face rising strain, has direct consequences for construction. Demand remains strong in sectors 
benefiting from capital concentration (data centers, advanced manufacturing, institutional work), while consumer-driven 
segments such as retail, multifamily housing, and discretionary improvements face weaker outlooks. Labor-market 
softening and tariff-driven uncertainty further complicate planning for 2026. Construction firms should expect region- 
and sector-specific divergence, requiring more precise positioning and greater resilience in pipeline management. 

“An evolving ‘K-shaped’ economy widened the income and wealth differential of upper- and lower-income households, 
and increased the importance of dissecting any overall economic number or policy.” 

- Kevin Bahr, Professor Emeritus, Center For Business and Economic Insight, University of Wisconsin—
Stevens Point (Dec 5, 2025)17 

The K-shaped economy is reshaping construction demand. Capital continues to flow toward data centers, high-end 
residential, and premium retail, while lower-tier office and traditional retail weaken, driving a widening split in where, 
how, and when projects move forward.  

 

 
16 Davos 2026: Leaders Tackle Global Order Challenges 
17 Dissecting The 2025 K-Shaped Economy and What’s Up for 2026 

US Construction Market Forecast Q1 2026

2020 2021 2022 2023 2024 2025f 2026 2027 2028
US GDP -2.2% 5.8% 1.9% 2.5% 2.8% 2.3% 2.4% 2.1% 2.2%

Total Construction Spend 7.9% 10.3% 14.9% 9.1% 5.7% -1.2% 1.2% 1.6% 1.8%
Nonresidential Construction Spend 2.3% -1.3% 14.6% 23.2% 5.1% -0.5% 2.0% 2.4% 2.8%

PPI Construction Materials 1.5% 26.9% 12.6% -2.9% -1.0% 2.9% 2.4% 2.3% 2.3%
PPI Construction Machinery 1.8% 4.5% 10.4% 9.4% 3.2% 2.3% 2.5% 2.1% 2.0%
All Employees Construction -3.2% 2.5% 4.4% 3.1% 2.5% 1.2% 1.9% 2.0% 2.1%

PPI New Nonresidential Construction 2.5% 5.2% 19.9% 7.9% 0.1% 2.0% 3.0% 2.2% 2.0%
Average Hourly Earnings, Construction 2.9% 3.9% 5.6% 5.1% 4.7% 2.8% 2.7% 2.5% 2.2%

Prepared by: Brandon Michalski; Principal, Construction Economist, MOCA Systems, Inc. (MSI) (brandon.michalski@mocasystems.com)

Historical (YoY) Forecast (YoY)

https://mocaservices.com/economy-report-sign-up/
https://europeanbusinessmagazine.com/business/davos-2026-world-leaders-confront-a-fracturing-global-order/
https://blog.uwsp.edu/cps/2025/12/05/dissecting-the-2025-k-shaped-economy-and-whats-up-for-2026/


Construction Economy

Today’s Construction Economy is a quarterly
report that offers a comprehensive analysis of
the construction industry’s current state and its
role within the broader U.S. economy. By
leveraging both economic data and qualitative
insights, we deliver timely and actionable
information to thousands of industry
stakeholders.
 
Stay informed! Subscribe to receive our quarterly
Construction Economy Report directly to your
inbox:

Brandon Michalski
Principal, Chief Construction Economist
Brandon Michalski is the lead economist for
MOCA Systems, Inc.

Comprehensive Economic Services That Drive
Smarter Decisions

Economic services are a vital part of successful construction
planning. 

MOCA Services, the construction services division of MOCA
Systems, Inc., provides a full suite of economic services to
help federal, state, and commercial clients make informed,
data-driven decisions across the project lifecycle.

Our economic experts deliver:
Cost-Benefit Analysis: Evaluate financial trade-offs and
justify project investments through data-driven
comparisons.
Market Research & Feasibility Studies: Assess market
dynamics, investment viability, and long-term
sustainability of proposed projects.
Economic Impact Assessments: Quantify the broader
economic effects of construction and infrastructure
investments.
Lifecycle Cost Analysis: Analyze long-term costs and
savings to inform durable, cost-effective decisions.
Risk Assessment & Financial Modeling: Identify,
quantify, and mitigate financial and operational risks
through scenario-based forecasting.
Funding Strategy Evaluation: Explore financing options
to support capital planning and secure project viability.
Strategic Financial Planning: Align capital allocation
with organizational priorities and long-term goals.

Today’s 
Construction Economy

MOCA Systems, Inc. (MSI) is a leader in
Intelligent Construction Design and
Management, aligning your projects for
success with services and software. MOCA
Services delivers on-time, on-budget, and on-
scope results for project Owners.
Touchplan® is a cloud-based platform for
contractor and A&E collaboration that
prevents delays, ensures safety, and gives
Owners real-time insights to track progress
and anticipate issues.

Additional Services:
In addition to economic services, MOCA Services offers a
full suite of owner-focused construction support services,
including:

Owner’s Representation
Cost Management
Schedule Management
Planning and Programming
Facility Condition Assessment (FCA)

mailto:brandon.michalski@mocasystems.com
https://mocaservices.com/economy-report-sign-up/
https://mocaservices.com/services/economic-services/
https://mocaservices.com/services/
https://www.linkedin.com/in/brandon-michalski/
https://www.mocaservices.com/
https://www.mocaservices.com/
https://www.touchplan.io/
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