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Abstract
In this paper, authors Daniel Pomfrett and Brian Burton 
look at the history of COVID-19 and examine its effect 
on construction markets both globally and here within 
the United States. It is important to note that current 
conditions are changing quickly; this paper was based  
on information available as of March 25, 2020.

COVID-19

1



COVID-19

3

COVID-19 – What Do We  
Know So Far?  

The novel coronavirus, COVID-19, is a global pandemic 
which has now proven itself to be a dire threat not only 
to public health, but also to the global economy. 

What are the Key Highlights  
to Date? 

• Although there is a potential recession on the 
horizon, we are not expecting the construction labor 
force to contract to near the same levels as 2008.

• On the supply side, China’s initial response to the 
outbreak included shutting factories and ports, 
which severely disrupted global supply.

• The economic slowdown caused by the outbreak 
has had the effect of dropping prices for many 
construction materials. 

• Material pricing is expected to fluctuate over the 
coming months/years, driven of course by supply and 
demand.  

• Production in China is currently almost back at 
capacity; as a result, we are starting to see materials 
and products such as millwork and lighting being 
provided at a reasonable cost, and even at a lower 
cost in some locations than on the U.S. mainland.  

• Gaming and lodging sectors have been hit the 
hardest, with the latter seeing a wholesale 
suspension of revenue activities, which in turn has 
affected project funding.  

• Projects that are midway through are expected to 
continue to completion, but new projects are likely to 
slow down and potentially be placed on hold.   

• Despite uncertain market conditions, design teams 
have moved to “virtual offices” and continue to 
design, sites remain active and open, and clients are 
still looking to future projects — all of which shows 
that the construction pipeline is still flowing. 

• Funding is holding back developments, with return 
on investment numbers not hitting expected levels 
in current market conditions. Those with available 
funds, strong track records, and a past record of 
success are preparing to strike when the market is at 
its lowest. 

• New York and California have been the most 
affected, with luxury residential and hospitality starts 
in New York City getting hit the hardest. 

• The COVID-19 situation remains highly dynamic and 
difficult to predict beyond the near-term. Current 
signs point to things getting worse before they get 
better, both for the construction industry and the 
economy as a whole.  
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Escalation   

Understandably, many people have questions about 
the impacts that COVID-19 will have on escalation. 
Ultimately, time will tell, but in the short-term we expect 
labor to catch up to volume demands. We also expect this 
to change once projects come back online and the virus 
dissipates, at which point there will be a surge of demand 
for the workforce. Material prices in general are expected 
to bounce around before leveling out towards the end 
of the year. It is reasonable to expect a similar pattern of 
activity with imports as China’s production facilities are 
coming back online. All told, we are expecting escalation 
to increase between 0.5% and 1% across the U.S. for the 
remainder of the year and into 2021.   

So, What Course of Action 
Should You Take?   

• Make sure you have the right team in place. Shelter-
in-place mandates are expected to be temporary and 
projects continue to move forward, so having the 
right team at your disposal is essential.

• It’s important to look at each project on a case-by-
case basis and consider factors such as your sector, 
the timing of your project, the geographic location, 
and funding. Depending on the specifics, you could 
be in a precarious or advantageous position, or 
somewhere in between. 

• Prioritize communication, both with your team and 
the broader construction community. Between 
the news, social media, and our personal and 
professional networks, it has never been easier 
to stay in the loop and keep up with the flow of 
information. 

• Manage risk with a single point-of-contact who is 
responsible for identifying, describing, and assessing 
those risks. 

• The general contracting community has already 
started to issue notices of potential delays. Keep in 
mind that this is not a claim, but rather a notice that 
there may be some effects down the road — so don’t 
panic.   

• Use your team to understand and provide your 
project’s current status, active and planned activities, 
workforce, supply chains, materials on site, etc., so 
that you have a detailed baseline should any claims 
be realized.  

• Cashflow will be strained both up and down stream, 
so work with your team to review pay applications 
to make sure that payments are made for work 
completed and financing requirements and notices 
are met.  

• Continue your project workflow. The project is still 
live and moving forward, so despite these bumps 
in the road you will need to continue to manage, 
monitor, and prepare.

• There will be a big rush once projects are all back 
online — be prepared!

• Understand insurance requirements, including force 
majeure clauses in particular. 

• COVID-19 is expected to get worse before it gets 
better, and it is inevitable that every industry will be 
affected. Understand this, but don’t panic. You can 
make it work on your project by communicating, 
collaborating, and coming together as a team. 
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