
Firm Leader Op  mism Rises Across the Board on Market Prospects 
In the midst of poli  cal and economic uncertainty, engineering fi rm leaders expressed newfound op  mism about 
poten  al market growth, according to the latest ACEC Engineering Business Index (EBI).

The 3rd Quarter 2016 (Q3/2016) EBI came in at 61.4, up 1.2 points from the Q2/2016 score of 60.2, which was the 
lowest score since ACEC began the Index at the start of 2014. Any score above 50 signifi es that the market is growing 
(See box below to learn more about the EBI methodology.) The Q3/2016 survey of 326 engineering fi rm leaders was 
conducted September 15 to October 5. 

Some respondents were almost euphoric about the market: “Things are going very well right now. Revenue, backlog, 
profi tability are at all-  me highs.”

However, many pointed to the na  on’s poli  cal situa  on as a drag on the market. Said one respondent, “The 
protracted elec  on cycle and less than promising candidates” have depressed the service industry sectors.

Market Climate Expeca  ons 
Make Big Jump
Firm leaders are op  mis  c that the 
engineering market will improve over the 
coming year.

Market expecta  ons for one year from 
today rose a he  y 6.2 points to 63.3, the 
largest quarter-over-quarter increase 
since the EBI’s incep  on.

“Things are very good for our 
transporta  on infrastructure fi rm and 
we expect it to con  nue as awareness 
increases that we need to address it,” 
said one respondent.
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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.



A member in Colorado said, “Market condi  ons improved in our area in the last three years and remain very 
strong.”

One area of concern con  nues to be so  ness in the energy-producing states. 

“Wyoming’s economy is signifi cantly down due to coal, oil, and natural gas sales declines,” said a respondent. 
“Nearly all infrastructure funding derives from state taxes on those industries, thus our outlook is less op  mis  c.”

Confi dence High on Profi tability, Backlog
Firm leaders are also bullish on profi tability prospects. The score for their expecta  ons for profi tability one year 
from now rose 3.2 points to 67.2. Looking longer term, expecta  ons for improved profi tability three years from now 
climbed 1.3 points to 67.6.

Backlog expecta  ons for one year from now also rose substan  ally, climbing 2.5 points to 66.1. 

One respondent said the biggest challenge to mee  ng these rosy expecta  ons is “fi nding good talent. We have 
added 27 staff  now to bring us to a total of 95, but we s  ll have a dozen openings to fi ll to meet our clients’ goals.”

Component Results Q2 2016 Be  er Same Worse Q3 2016 
Results

Q2 2016 
Results

Current business climate vs. 12 months ago 46.4% 33.8% 19.8% 64.9 63.3
Current business climate vs. 6 months ago 38.3% 48.3% 12.7% 60.3 62.4
Current business climate vs. 12 months from now 31.5% 51.2% 17.3% 63.3 57.1
Profi tability expecta  ons for next 6 months 47.9% 40.3% 11.8% 65.4 68.0
Profi tability expecta  ons for next 12 months 41.4% 45.1% 13.5% 67.2 64.0
Profi tability expecta  ons for 3 years from now 47.6% 37.3% 15.1% 67.6 66.3

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

Twelve-month expecta  ons for PUBLIC markets Be  er No Change Worse
Transporta  on 40.9% 42.5% 16.6% 64.2 62.1
Water and Wastewater 33.0% 58.2% 8.8% 63.0 62.1
Environmental (Other than water/wastewater) 20.7% 68.7% 10.6% 54.3 55.1
Health Care 21.9% 66.1% 12.0% 55.8 55.0
Educa  on 20.1% 63.9% 16.0% 55.0 52.0

Twelve-month expecta  ons for PRIVATE markets Be  er No Change Worse
Energy and Power 33.6% 52.1% 14.3% 60.4 59.7
Land Development 31.5% 54.8% 13.6% 60.2 59.0
Buildings 28.7% 59.5% 11.8% 62.9 58.5
Health Care 25.6% 64.9% 9.5% 58.1 58.1
Industrial/Manufacturing 23.2% 64.4% 12.4% 55.4 58.2
Educa  on 18.0% 67.1% 14.9% 51.6 53.3
Overall EBI 61.4 60.2



Broad Base for Growth
Firm leader op  mism extends across almost the en  re market, with expecta  ons for improvement during the 
coming year in nine of the 11 surveyed market sectors. This marks a turnaround from the Q2/2016 survey, when 
they expected only one of the 11 sectors—Energy and Power—to improve. 

In the public markets, Transporta  on was the strongest sector, up 2.1 points to 64.2. Other rising sectors were 
Water and Wastewater (up 0.9, to 63.0), Health Care (up 0.8, to 55.8), and Educa  on (up 3.0, to 55.0). Only the 
Environmental sector fell, dropping 0.8 points to 54.3.

Among the private client markets, fi rm leaders were most bullish about the Buildings sector, up 4.4 points to 62.9, 
followed by Energy and Power (up 0.7, to 60.4), Land Development (up 1.2, to 60.2), Industrial/Manufacturing (up 
2.8, to 58.2), and Educa  on (up 1.7, to 53.3). The Health Care sector held steady at 58.1. 

Overheard:
“Expecta  ons of “worse” condi  ons do not mean bad, just not as fantas  c as they are right now. Returning to more 
normal, realis  c levels.”

“Money seems to be drying up in some areas. Not being publicized to the public, but hearing about it in mee  ngs. Not a 
total drop-off , but slowing down.”

“Upstate New York industry has slowed spending substan  ally over the past two years. We are an  cipa  ng work in this 
sector due to deferred spending.”

“Last year was the worst in 23 years, so it seems things have to get be  er.”

“The marketplace does not appear to have long-term sustainability, given the uncertainty around taxes/tax policy/
monetary policy and general confi dence in the economy.”

“Our focus is mainly telecom infrastructure and currently it is in a slow cycle.”

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


