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Introduction

This three-part presentation covers the state of the 
US economy, US construction industry, and US 
contract surety industry. Based on my analysis, 2021 
will be a difficult year for the US construction 
industry, which is often the case in the tail end of a 
recession and the year that follows a recession, when 
backlogs shrink, and poor decisions are made as 
contractors fight for survival. 



2020, A Year That Will Live in Infamy



Part 1 - State of the US Economy

The US economy collapsed in Q1 of 2020, however it was 
followed by a V-shaped recovery immediately thereafter, 

but will there be a double-dip recession in 2021?



The End of a Record Expansion Cycle & Start of a Recession



Are We Still in a Recession?



Fear of a Double-Dip

There have only been two
Double Dip Recessions (1937
& 1982) in the last 90 years.
They occur when there is a
shock to the economy, like
more lockdowns, during the
early stages of a recovery that
results in reduced spending,
rising unemployment, and
reduced credit.





As of 01/17/21

Population of US: 332,060,944
Covid Cases: 24,421,541
Percent of Population: 7.4%
Percent for Herd Immunity: 70%+ (American Lung Association)

Vaccine Doses Distributed: 31,161,075
Vaccine Doses Administered: 12,279,180
No. of People with 2 Doses: 1,610,524



US Unemployment Rate



US Real Gross Domestic Product – Quarter Over Quarter Change



US Gross Domestic Product – Annual Growth Rate



Dow Jones Industrial Average





US Consumer Price Index



Yield Curve



Fed Funds Rate



Federal Debt as a Percentage of GDP



Part 1 Summary: 

• Market collapse in Q1 of 2020 followed by a V-shaped recovery, but will there be a 
double-dip recession in 2021?

• Unemployment Rate – from 14.7% in Apr-20 to 6.7% at year end.
• Covid cases closing in on 10% of the US population but 30M vaccine doses 

distributed to date.
• Real GDP in 2020 was down 5% in Q1, down 31% in Q2, and up 33% in Q3; it will 

likely flatten from there.
• DJIA – 37% drop between Feb-20 and Apr-20, followed by a 66% rebound.
• CPI dipped and then rebounded in ‘20.
• Fed Funds Rate is back to 0%.
• Fed debt as a percentage of GDP is north of 100.
• Bottom line, looks to be like the start of an expansion cycle if further shutdowns can 

be avoided.  



Part 2 - State of the US Construction Industry

All things considered, the construction industry 
performed remarkably well in 2020 but 2021 looks to 

be a very tough year for contractors as backlogs 
shrink and the industry awaits an infrastructure bill.













ABI Hits Record Low in 2020



Nov-2020 ABI
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Total Construction Spending



Total Public Construction Spending



Total Private Construction Spending



Total Residential Construction Spending



Total Nonresidential Construction Spending



Initial Jobless Claims





Construction Employment



Construction Unemployment



Current Concerns



2019

Labor Shortage + Record Revenue

=

Schedule & Quality Delays



2020

Backlog Reduction + Poor Decisions

=

Shrinking Margins & Bankruptcies 



RECESSION (1-2 years) (Shrinking Backlog; Low Margin Work)
then

EARLY EXPANSION (2 years) (Fallout; Shrinking Profits)
then

MID EXPANSION (3 years) (Growth Years; Increasing Profits)
then

LATE EXPANSION (2 years) (Escalation; Project Issues)
then

RECESSION (1-2 years) (Shrinking Backlog; Low Margin Work)

TYPICAL ECONOMIC CYCLE – CONSTRUCTION INDUSTRY



Number of Construction Establishments – 2001 to 2019 



Part 2 Summary: 

• The construction industry realized growth in 2020 because it was deemed an 
essential industry by the federal government and most states. 

• However, 2021 is going to be a challenging year as design and construction backlogs 
shrink, starts are slowing, and confidence levels remain low. 

• Construction inflation has eased with the exception of residential materials.
• Biden’s infrastructure plans should sail through Congress in March or April, which 

will help public construction spending.
• Workforce shortages, which plagued the industry for the past four years, is no 

longer a major issue except in certain residential markets.  
• The industry will likely improve as the year goes on. 



Part 3 - State of the US Contract Surety Industry

All things considered, the construction industry 
performed remarkably well in 2020 but 2021 looks to 

be a very tough year for contractors as backlogs 
shrink and the industry awaits an infrastructure bill.













Market Share of the Top 10 Surety 
Providers:

1980: 21%

1990: 42%

2004: 67%

2008: 68%

2014: 63%

2016: 62%

2017: 61%

2019: 61%

2020: 60%

The market share of the Top 10 surety providers has not been 
this low for approximately 20 years. 



Part 3 Summary: 

• Surety losses ticked up in 2020 but remain low, which is typical for a recession year.
• Contract surety losses will continue to trend upward for the next two to three years 

based on historical post-recession loss trends. 
• The market share of the Top 10 surety providers is leveling off at ~60%.
• Some benefits of shrinking contractor backlogs:
• Completion contractors will bid relet work.
• Relet pricing will be more competitive.
• Material / labor escalation will ease somewhat.



Conclusions: 

• The US economy rebounded swiftly from the market crash in March and April of 
2020; however, will continued shutdowns cause a decrease in spending and a 
double dip recession?

• The construction industry performed well in 2020 but 2021 will likely be a tough 
year for contractors due to shrinking backlogs.

• Biden’s infrastructure plan should sail through Congress, which will provide a boost 
to public construction spending in late 2021. 

• Contractor losses will likely trend upwards for the next several years if historical 
trends hold true.  

• The surety market has entered a new loss cycle as the 11-year bull market came to 
and end in February of 2020.  



End
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About the Presenter:
This is Mr. McConnell’s 16th State of the Industry presentation. He hopes you will find this 
information interesting and useful. Mr. McConnell has presented on this topic at many 
construction and surety conferences over the years, including AGC, ABA, ASCE, and NBCA events. 
If you are a surety provider, large AEC company, or construction organization, and would like Mr. 
McConnell to present to your company, please contact Vertex’s Brenna Stuhlman at 
bstuhlman@vertexeng.com. 

Bill McConnell is a co-founder and the CEO of The Vertex Companies, Inc. Vertex is an AEC firm 
that offers Forensic, Engineering, Construction, Environmental, and Digital solutions throughout 
its 27 offices in North America. Bill has a BS in Civil Engineering from the University of Maine, a JD 
degree from the University of Denver, a MS degree from Columbia University, and he is working 
towards his PhD in Civil Engineering from the University of Colorado. Bill also completed a part-
time three-year business program at MIT. When Bill is not performing his CEO duties (or going to 
school), he serves as a top expert witness for construction disputes. He has testified nearly 200 
times, most notably for cost, schedule, and/or standard of care opinions. 
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