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Construction activity grew rapidly in the region's economy in 1972 just as 
in 1971. Some details of this sector's performance differed from the year before 
and some new, transient forces were apparent. On the whole, however, 
construction activity bore out the conclusion of our 1971 report that "Most 
of the influences that accounted for the area's construction performance in 
1971 seem likely to retain their force in 1972."

The value of all construction contract awards, a rough proxy for construction 
spending, rose to $12.7 billion in the first 10 months of 1972 in the District 
states as compared with $9.8 billion in the same period in 1971 .* Residential 
contract awards accounted for all but $100 million of this increase as the value 
of these awards approached $8 billion and the number of dwelling units 
awarded rose to more than 430,000. Nonresidential construction activity 
continued during 1972 at levels prevailing during the last half of 1971.

Residential Construction

Residential construction activity in the region was pushed to higher levels 
by strong demand arising from many years of relatively rapid urbanization, 
population and income growth, and slow residential building in 1969 and 
1970. Combined with ample credit for interim and permanent financing of 
all types of residential structures, these demands produced in 1971 a steady 
rise in residential construction activity, continuing into 1972. Other forces, 
including a splurge of condominium construction specific mainly to 
Florida, added impetus.

Construction and mortgage credit conditions remained conducive to 
residential building in 1972. Interest rates on single-family residence mortgage 
loans and on construction loans declined slightly over the year in those 
areas from which reports are available. Savings inflows and mortgage lending 
at the region's savings and loan associations ran well ahead of 1971's record 
levels and the District's mortgage bankers found ready markets for 
residential mortgages at institutions both within and outside the Southeast.

’ Construction contract awards data from F. W . Dodge Division, M cG raw -H ill Inform ation Systems 
Company.
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As in 1971, each of the District states recorded 
more than 30-percent growth in the value of 
residential contract awards in 1972. Only Georgia 
and Louisiana recorded growth rates below 
that of the nation, each suffering from soft markets 
for multi-unit housing in its large cities. Georgia 
had the only metropolitan area— Augusta—  
where contracts declined during the year.

Florida regained its regional lead in residential 
building. After lean years in 1970 and 1971, the 
Southeastern's population growth leader recorded 
a more than 80-percent increase in residential 
contracts and accounted for almost one-half of the 
region's total residential contract awards.
Rapid growth occurred in each of Florida's 
metropolitan areas as many large multi-unit com
plexes were begun. Although continuing population 
growth and credit availability played major roles, 
Florida's 1972 growth was spurred in some areas 
by a moratorium on sewer connections for units 
on which building permits were issued after 
October 1.

Nonresidential Construction

In 1972, monthly nonresidential construction con
tracts fluctuated around a level established in 
mid-1971. Large contracts were less frequent 
than in previous years.

The steadiness of nonresidential activity 
resulted from gains in commercial and public 
services construction balancing losses in manu
facturing construction. Both commercial and 
public services construction are closely related 
to regional trends; the strength and growth of the 
regional economy buoyed this activity as it did 
residential building. There were fewer large

Residential construction boomed;
nonresidential held stable.
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contracts for electric power plants than in the 
past four years, but there were more small 
contracts for electric power plants, hospitals, 
hotels and motels, and commercial buildings.

Factory construction contract awards in the 
District paralleled weak national spending for 
factory buildings. Southeastern industry shared 
low levels of capacity use, thus contracts for new 
plants declined over the year. Big contracts, 
which buoyed 1971's activity, were also absent 
in this type of construction.

Outlook for 1973

Construction patterns will probably change in
1973. Residential building, while still supported 
by population and income growth, will lose some 
support from less permanent influences. Two 
boom years have cut the backlog of unsatisfied 
housing demand from 1969 and 1970. As other sec
tors of the economy continue to expand, more 
funds will probably be siphoned away from housing 
to finance inventory and plant and equipment 
spending. A further check on regional expansion 
of residential construction is the moratorium on 
sewer connections in some Florida areas, which 
could substantially cut activity in one of the 
region's fastest growing markets. Overbuilding 
may also adversely affect residential construction 
in some areas in 1973.

Lagging types of nonresidential construction 
seem likely to pick up in 1973 while growing types 
show little or no weakness. Expanded economic 
activity throughout the nation is apt to push 
manufacturers closer to capacity and accelerate 
plant and equipment additions in the Southeast.
At the same time, announced bidding on public 
utility contracts presages a large volume of these 
awards in 1973, and no let-up in store, office, and 
warehouse contracts is evident.®
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