
Firm Leaders Temper Op  mism As Market Growth Slows
Low oil prices and uncertainty concerning the upcoming elec  ons have contributed to a 2nd quarter 2016 decline in 
the ACEC Engineering Business Index (EBI). Yet par  cipants were quick to point out that while growth may be slowing, 
the engineering market remains strong.

“We’re expec  ng more of `the same,’ which is s  ll very good,” said one respondent.

The EBI lost 3.8 points in the second quarter of 2016, dropping from 64.0 in the 1st quarter 2016 (1Q/2016) EBI to 
60.2, the lowest score since ACEC began the Index in the fi rst quarter of 2014. Any score above 50 signifi es that the 
market is growing. (See box below to learn more about the EBI.) The Q2/2016 survey of 380 engineering fi rm leaders 
was conducted June 15-July 1.

In Search of Market Certainty
The two EBI components falling the farthest were comparisons of current market condi  ons to one year ago and to 

one year from now.  The score comparing 
today’s market to one year ago fell from 
73.4 in the 1Q/2016 EBI to 63.3. Looking 
ahead to market condi  ons in one year, 
the score dropped from 67.8 in the fi rst 
quarter to 57.1.

Par  cipants pointed to the unse  led 
poli  cal situa  on as a primary factor 
behind their market concerns.

“Hopefully, a  er the na  onal elec  on, 
everything will se  le down and we can 
get back to doing projects,” said one 
respondent.

“We an  cipate increased certainty once 
the fall elec  on is history,” said another. 
“That typically yields a clearer path 
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About the EBI  The Engineering Business Index (EBI) is a leading indicator of America’s 
economic health based on the business performance and projec  ons of engineering 
fi rms that develop the na  on’s transporta  on, water, energy and industrial infrastructure. 
The EBI is a diff usion index derived from quarterly surveys of engineering industry leaders 
on their fi rm’s business, market and fi nancial performance. The EBI index mean is 50, 
with scores above 50 indica  ng business expansion, and scores below 50 indica  ng 
contrac  on. The EBI is produced by the American Council of Engineering Companies 
(ACEC) in conjunc  on with FMI Corpora  on.



forward, and hopefully, a be  er outlook.”

Many respondents are awai  ng a rebound in energy markets. 

“We are going to have to get a stable price of oil, at least $60 per barrel,” said one.

Another commented, “In the south central part of the United States, the ongoing low oil and gas commodity prices 
are con  nuing the downward pull on the overall economy.”

Profi tability Growing Faster Than Backlog
Respondents reported that their backlogs con  nue to grow, but the pace is slowing. Looking ahead one year, almost 
half of respondents expect their backlog to be at the same level. 

For some fi rms, however, that might not be so bad. “We currently have the largest legi  mate backlog (per engineer) 
that we’ve ever had,” said one respondent.

An area in which scores actually rose in the latest EBI was fi rm profi tability. Looking forward to  profi tability 
expecta  ons for six months from now, the score rose from 66.7 in the 1Q/2016 survey to 68.0 in the 2Q/2016 
survey. Projec  ng profi tability ahead three years, the score climbed from 63.9 in the previous survey to 66.3 in the 
current one.

Component Results Q2 2016 Be  er Same Worse Q2 2016 
Results

Q1 2016 
Results

Current business climate vs. 12 months ago 46.4% 33.8% 19.8% 63.3 73.4
Current business climate vs. 6 months ago 38.3% 48.3% 12.7% 62.4 63.4
Current business climate vs. 12 months from now 31.5% 51.2% 17.3% 57.1 67.8
Profi tability expecta  ons for next 6 months 47.9% 40.3% 11.8% 68.0 66.7
Profi tability expecta  ons for next 12 months 41.4% 45.1% 13.5% 64.0 66.7
Profi tability expecta  ons for 3 years from now 47.6% 37.3% 15.1% 66.3 63.9

Larger Same Smaller
Backlog vs. 12 months ago 47.9% 29.7% 22.4% 62.8 69.3
Backlog vs. 6 months ago 38.9% 46.0% 15.1% 61.9 65.4
Backlog expecta  ons for 12 months from now 39.8% 47.5% 12.7% 63.6 67.4

Twelve-month expecta  ons for PUBLIC markets Be  er No Change Worse
Transporta  on 40.9% 42.5% 16.6% 62.1 66.0
Water and Wastewater 33.0% 58.2% 8.8% 62.1 68.6
Environmental (Other than water/wastewater) 20.7% 68.7% 10.6% 55.1 60.1
Health Care 21.9% 66.1% 12.0% 55.0 56.5
Educa  on 20.1% 63.9% 16.0% 52.0 53.4

Twelve-month expecta  ons for PRIVATE markets Be  er No Change Worse
Energy and Power 33.6% 52.1% 14.3% 59.7 58.5
Land Development 31.5% 54.8% 13.6% 59.0 66.5
Buildings 28.7% 59.5% 11.8% 58.5 65.4
Health Care 25.6% 64.9% 9.5% 58.1 58.9
Industrial/Manufacturing 23.2% 64.4% 12.4% 55.4 60.9
Educa  on 18.0% 67.1% 14.9% 51.6 55.8
Overall EBI 60.2 64.0



Energy and Power Sector Rebounds
All 11 of the market sectors that are included in the EBI—fi ve public client markets and six private client markets—
scored above 50 in the survey, signifying con  nued growth across the en  re engineering market. Only one sector—
Energy and Power—actually had a higher score in the 2Q/2016 survey than in the Q1/2016 survey, climbing from 
58.6 to 59.7.

In the public client markets, respondents remain most upbeat about the Transporta  on and Water and Wastewater  
markets, both of which had 62.1 scores, followed by Environmental (55.1), Health Care (55.0), and Educa  on (52.0) 
public sectors.

Among the private client markets, Energy and Power (59.7) is the strongest segment, followed by Land 
Development (59.0), Buildings (58.5), Health Care (58.1), Industrial/Manufacturing (55.4), and Educa  on (51.6).

Overheard:
“Business is be  er than any  me since 2008. The US economy must hold up to con  nue with this trend.”

“Certain markets are currently very good (environmental power projects, in par  cular).”

“Mostly status quo.”

“Need less regula  on and tax reform.”

“Outcome of presiden  al and legisla  ve elec  ons in November will set the tone.”

“Private development work in the west Texas oil produc  on area has slowed and has had an impact on public work as 
well.”

“We are going to have to get past the poli  cal season before there is any confi dence in the economy. Brexit and other 
global currency issues have poten  al to further undermine the economy.”

“We are hoping to see a revival in the energy sectors.” 

Watch for the next quarterly ACEC Engineering Business Index 
survey form in your email in-box in September.


