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EXECUTIVE SUMMARY

Current Business Conditions
The Net Rating for the U.S. economy improved 14 points to +32.

&XUUHQW VHQWLPHQW IRU EUPV DQG WKH L®GERYVWKH WUHWDIOW L IQ[WIRKPW
DQG IRU EUPV UHPDLQ H[WUHPHO\ KLJK

Current sentiment remains very optimistic within most market sec tors. Sentiment is strongest in Roads and
Bridges (Net Rating +84) and Water/Wastewater (+83)

OHGLDQ EDFNORJ IRU SURMHFWY GHFUHDVHG IURPN TRRQWKWY WR PRQ\

Future Business Conditions

)IXWXUH VHQWLPHQW RI WKH 8 6 HFRQRP\ LPSURYHGDUSRLWWXWKRJIBD L H!
for the industry improved 12 points to a +25.

YXWXUH VHQWLPHQW DOVR LPSURYHG IRU EUPW'SRYSIRID@ODWMVEQDQFHYV 1H

,QIDWLRQ DQG JHQHUDO HFRQRPLF XQFWURRDIEGWQV I XBOHQW K3HJIDW
VHQWLPHQW WKRXJK ERWK FRQFHUQV DUH OHVVHQLQJ

XSSO\ FKDLQ LVVXHVY DOVR FRQWLQXH WR HDVH DVFR@GEH U Q RA RPE\DSIRIIX
in Q4 2022.

+DOI EHOLHYH WKHLU EUPV ZLOO VHH D KLJKRPRU G®ZNORJ Rl SURMHF

$00 VHIPHQWY H[SHFW WR VHH DQ LQFUHDVHH® DRRQU P EQ\FNORIH Q@ WY
SDUWLFXODUO\ WKH VPDOOHVW DQG WKH ODUJHVW EUPYV

6HYHQW\ SHUFHQW SUHGLFW WKHUH ZLOO EH DQWRVFUHD WKHQUKEUPYJ [
5DWLQJ RI

Hot Topics

(LJKW\ VHYHQ SHUFHQW FXUUHQWO\ LQGLFRWH WRHEQUVOWR KDWY\ DWRGH D
TXDUWHU 7KH PHGLDQ QXPEHU RI RSHQ SRVLWLRQV GHFUHDVHG IURP

&RQFHUQ RYHU WKH HIIHFWV RI LQIDWLRQ UHPWDQYLRRZ DERXWEURYV DR
UHFHQW TXDUWHUV

,Q WKH SDVW WKUHH PRQWKYV RYHU KDOI RI EUPV R UA\R Q WIE I X/HK RMRWY 3

'KHQ DVNHG DERXW WKH OLNHOLKRRG RI WKH 8#H6 WKR @R WIRLQRB RQ@WKRV
UHVSRQGHQWY RYHUDOO EHOLHYH WKHUH LV FKDQFH RXW RI RU

6HYHQW\ SHUFHQW DJUHH WKDW D ODFN RI TXDWLIEHG WR UNRZY QY WWHL
7KH 1HW 5DWLQJ LV VLPLODU WR ZKHQ DVNHG LQ 4
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DEMOGRAPHICS

JRU UHIHUHQFH WKH $&(& 5HVHDUFK ,QVWLWXQWWXRBVRW KHRE 6D &KIQFV X ¥
LQ J)LIXUH EHORZ

Figure 1: U.S. Census Regions of the United States
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Figure 2: Location of Organization Headquarters
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7KH PHGLDQ QXPEHU RI IXOO WLPH HPSOR\HHV DVOD DWW STRXDGHDMWNV " EUPV

Figure 3: Number of Full-Time Equivalents at Firm

CURRENT BUSINESS CONDITIONS

Current U.S. Economy, Industry and Firm Sentiment

&XUUHQW VHQWLPHQW IRU EUPV DQG WKH L@GRYV WKH W H W DLW LI[IWIRKP\W
DQG IRU EUPV UHPDLQ HIWUHPHO\ KLJK

The Net Rating for the U.S. economy improved 14 points to +32.
JLUPV ZLWK PRUH WKDQ )7(V DUH WKH PRVW SRVLDQ®HWVNKEHR X®/GW YW IUL
6HQWLPHQW IRU WKH 8 6 HFRQRP\ LV VWURQJIJMWW. QQVNWKHHLWZHVW

Figure 4: Current Economic Sentiment
Net
Rating

Condition of the engineering and
design services industry

Condition of your firm's overall 0

Condition of the U.S economy

4% +84

28% 20% +32

B Positive Neutral Negative
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Figure 5: Current Economic Sentiment vs. Previous Quarters

Condition of the engineering and Condition of your firm’s overall
Condition of the U.S. economy design services industry finances

+88
+79 182 +86 184 +84 *86 g3
+32
+18

m20220Q4 2023Q1 ®W2023Q2 2023 Q3

$00 VHIPHQWY DUH IHHOLQJ PRUH SRVLWLYH WKID® GBRYRPAXDUWHU DEI

Figure 6: Current Condition of U.S. Economy vs. Previous Quarters — By Region and Firm Size

Condition of the U.S. 2022 Q4 2023 Q1 2023 Q2 2023 Q3 C*F‘;':‘Q\‘-;liil:’:-
economy (n=643) (n=583) (n=624) (n=565) Quarter
+12 +18 +32

TOTAL +14
REGION
Northeast +4 +28 23 +36 +13
South +10 +19 +25 +6
Midwest 7 AR +14 +46 87
West S Ly +21 +4
FIRM SIZE
1-25 +16 +18 +20 +2
26-50 +4 LS +32 +17
51-200 HLS) +8 +25 +17
201-500 1S +13 7 +40 88
More than 500 +13 +18 1Y) +50 +17
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Current Industry Sector Sentiment

Current sentiment remains very optimistic within most market sec tors. Sentiment is strongest in Roads and
Bridges (Net Rating +84) and Water/Wastewater (+83)

7KH 5SHVLGHQWLDO /DQG '"HYHORSPHQW IHWOG OEWWOQWHD QG W KHVGRPVY
SHUIRUPLQJ UHODWLYHO\ OHVV ZHOO EXW VHQWLPHQW LV VWLOO SRVL

7TKUHH IRXUWKY RI WKH VHFWRUV KDYH LQFUHDVHG UHODWLYH WR ODVYV

Figure 7: Current Industry Sentiment by Sector vs. Previous Quarters

. 2022 Q4 2023 Q1 2023 Q2 2023 Q3 Change vs.
Current Industry Sector Sentiment (n=213-505) | (n=185-423) | (n=202-483) (n = 192-438) Prev. Otr.
+10

Telecommunications +65 +66 +55 +65
Data Centers +65 +69 +63 +71 +8
Residential —Land Development +41 +30 2 +37 +5
Energy and Utilities FI2 +78 +74 +79 H5)
Federal/Military, State and Local Government Buildi ngs +66 +67 +68 U2 +4
Convention Centers, Sports Facilities and Cultural Facilities +42 +39 +39 +43 +4
Transportation — Roads and Bridges +78 +79 +80 +84 +4
Transportation — Transit (Rail, BRT) +65 +69 +68 +72 +4
Water/Wastewater +77 +74 +81 +83 +2
Science and Technology +63 +64 +70 +71 +1
Justice (Courthouses and Corrections) +27 +35 +38 +39 +1
Transportation — Airports +73 +77 T +78 +1
Healthcare Facilities FHE S +68 +68
Education (K -12 and Higher Education) +50 HY +56 +55
Industrial and Manufacturing Facilities +63 +62 +67 +65
gggi\(r‘r:;rﬁc:ll)l Real Estate (Office, Hotel, Retail and M ultifamily +47 +36 +26 +23

Current Backlog

OHGLDQ EDFNORJ IRU SURMHFWY GHFUHDVHG IURPN TRROQWKY WRZHRFRQ\
UHSRUW RQH \HDU RU PRUH LQ IXWXUH EDFENORJYV

Figure 8: Current Backlog

ACEC Research Institute Engineering Business Sentiment© | 2023 Q3 5



Figure 9: Current Backlog vs. Previous Quarters — By Region and Firm Size

_ _ _ _ Change vs.
Current Backlog 2022 Q4 (n=592) 2023 Q1 (n=529) 2023 Q2 (n=585) 2023 Q 3 (n=526)
12 10 12 11

TOTAL

REGION
Northeast 12
South 10
Midwest 12
West 10

FIRM SIZE
1-25 6
26-50
51-200 12
201-500 12
More than 500 13

FUTURE BUSINESS CONDITIONS
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+2

JXWXUH VHQWLPHQW RI WKH 8 6 HFRQRP\ LPSURYHGDUSRLW WXWKRJIBD L H!

for the industry improved 12 points to a +25.

JXWXUH VHQWLPHQW DOVR LPSURYHG IRU EUPW'SR Y$SIRIDODMOVEQD QFHV

Figure 10: Economic Sentiment 12 Months from Now

6 ACEC Research Institute Engineering Business Sentiment © | 2023 Q3

1H



Figure 11: Economic Sentiment 12 Months from Now vs. Previous Quarters

Condition of the engineering and
Condition of the U.S. economy design services industry Condition of your firm’s overall finances

+43

v31 #3335
+25
+19
+12 +13

B2022 Q4 2023 Q1 m2023Q2 2023 Q3

)XWXUH VHQWLPHQW DERXW WKH EUP"V RYHUDGHRWEDQFHV KDV LPSURY

Figure 12: Condition of Firm’s Finances 12 Months from Now vs. Previous Quarters — By Region and Firm Size

Condition of your

frm's overal 2022 Q4 2023 Q1 2023 Q2 2023 Q3 Change vs.
finances (n=590) (n=525) (n=576) (n=519) Previous Quarter
TOTAL +31 +33
REGION
Northeast +33 +56 +29 +49 +20
South +35 +29 +33 +46 +13
Midwest 65 +38 +35 +47 +12
West HilS +14 850 +32
FIRM SIZE
1-25 +8 ) +14 &5 24l
26-50 +29 +30 +39 +43 +4
51-200 +39 +43 +44 +42
201-500 +30 588 +44 +58 +14
More than 500 +44 +50 +40 +50 +10
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Reasons for Economic Sentiment 12 Months from Now

,QIDWLRQ

DQG JHQHUDO HFRQRPLF XQFWUPVRREGWQV | XBOHQW KHHJIDW

VHQWLPHQW WKRXJK ERWK FRQFHUQV DUH OHVVHQLQJ

XSSO\ FKDLQ LVVXHVY DOVR FRQWLQXH WR HDVH DVFRQGH U Q RA RPHS\DSIRHIX

LQ 4

Figure 13: Reasons for Economic Sentiment 12 Months from Now

Inflation and rising costs
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Recession concerns

Political environment /
uncertainty
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Slow roll-out of infrastructure
spending bill (IJA)

Supply chain issues

Lingering effects
of pandemic

Other

32%

Future Industry Sector Sentiment

)XWXUH VHQWLPHQW LV SRVLWLYH LQ PDR® VHRIMRW ¥ UQE OKX'G 7QD WL/ $ &

:DVWHZDWHU DQG (QHUJ\ DQG 8WLOLWLHYV

ORVW VHFWRUV KDYH D SRVLWLYH 1HW 5DWLQJ

8 ACEC Research Institute Engineering Business Sentiment © | 2023 Q3
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Figure 14: Industry Sentiment by Sector 12 Months from Now vs. Previous Quarters

Future Industry Sector Sentiment (n 5022326?2182) (n 3012936—Q4102) (n 3022235—Q4267) (n 30225’39302) C%Efi;gs .
Telecommunications +24 88 +26 +38 +12
Commercial Real Estate +10
Science and Technology +22 25 25 HEls +10
Residential —Land Development +9
Water/Wastewater +42 +46 +45 +49 +4
Convention Centers, Sports Facilities and Cultural Facilities +4
Industrial and Manufacturing Facilities +4 +10 +17 +20 +3
Data Centers +18 +9 +20 +23 8
Education 5 +9 Tl +14 +3
Healthcare Facilities +17 +30 +23 +25 +2
Transportation — Airports +39 +46 +42 +43 +1
Transportation — Roads and Bridges +52 +58 o8 +54 +1
Justice +4 +4

Federal/Military, State and Local Government Buildi ngs +30 +28 +32 +28

Energy and Utilities +44 +46 +51 +47

Transportation — Transit +42 +48 +49 +41

+DOI EHOLHYH WKHLU EUP ZLOO VHH D KLIKRPUQERZFNORJ Rl SURMHFV

&RPSDUHG WR ODVW TXDUWHU PRUH EUPV D@WHFRBRBRQWHK\W QURGQFQYRIDVH |

Figure 15: Backlog 12 Months from Now

Net Rating: +37

Increase a lot 10%

Increase a little 42%

Decrease a little _ 14%
. B 2023 Q3 (n=519)
Decrease a lot 1%
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Figure 16: Backlog 12 Months from Now — Net Rating Trend

+32
+27
+25 .

m20220Q4 2023Q1 m2023Q2  20230Q3

+37

$00 VHIPHQWYV H[SHFW WR VHH DQ LQFUHDVHH® DRWQRU  EQ\FNIDORRIH @ WY
SDUWLFXODUO\ WKH VPDOOHVW DQG WKH ODUJHVW EUPV

Figure 17: Backlog 12 Months from Now vs. Previous Quarters — By Region and Firm Size

2022 Q4 2023 Q1 2023 Q2 2023 Q3 02?23@:: '
(n=585) (n=522) (n=578) (n=519) Quarter

TOTAL 25 +27 +32 &7
REGION
Northeast +36 +61 +39 +48 +9
South 25 +21 82 +32
Midwest +26 +39 +33 +42 +9
West HIL2 +2 +26 +28 +2
FIRM SIZE
1-25 8 +7 +11 +27 +16
26-50 +20 +13 +21 +20
51-200 +31 2 +40 +34
201-500 +29 1HEY +51 +50
More than 500 +38 +56 +45 +58 +13
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6HYHQW\ SHUFHQW SUHGLFW WKHUH ZLOO EH DQWRVUHD WKHQUKEUPYJ U
D1HW 5DWLQJ RI

Figure 18: Hiring Over the Next 12 Months

Increase a lot h 8%

Stay about the same _ 27%

Decrease a little l 4%
m 2023 Q3 (n=508)

Decrease a lot 0%

JXWXUH KLULQJ VHQWLPHQW GHFOLQHG RYHUDOVW LROM@HVIRZL QOF WK DR XIK I

FOWKRXIK VWLOO RSWLPLVWLF IXWXUH KLWLQJ VHONW OREZQW WE MWK B G®R
other regions.

JLUPV ZLWK )7 (V XS SRLOQWV DUH WHKHIPRMW REWLPLVWLF DE

Figure 19: Expectations for Hiring Increases Over the Next 12 Months vs Previous Quarters —
By Region and Firm Size

2022 Q4 2023 Q1 2023 Q2 2023 Q3 CE?Z?EJ? '
(n=580) (n=514) (n=569) (n=508) Quarter
+65 +65 +67 +66

TOTAL

REGION
Northeast +66 +83 +73 +77 +4
South +66 +54 +60 +60
Midwest +71 +77 +73 +74 +1
West +56 +50 +63 +60

FIRM SIZE
1-25 +45 7 +42 el +9
26-50 +66 +62 +65 +66 Tril
51-200 +69 +77 +73 +63
201-500 +72 +70 +83 +81
More than 500 +76 +81 +81 +88 +7
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HOT TOPICS

Current Open Positions

(LJKW\ VHYHQ SHUFHQW FXUUHQWO\ LQGLFRDWH WRHAQUVOWR KDWY\ DWR®OH D
TXDUWHU 7KH PHGLDQ QXPEHU RI RSHQ SRVLWLRQV GHFUHDVHG IURP

6L[W\ WKUHH SHUFHQW RI HIHFXWLYHV L@¥G&WPOWHDW DWDR/S\HQ BR WDIO/ML R7
RQH RXW RI SRVLWLRQV LV FXUUHQWO\ XQEOOHG

Figure 20: Current Open Positions vs. Previous Quarters

9% m 2022 Q4 (n=583)
N 12% _
one 10% 2023 Q1 (n=509)

13% ® 2023 Q2 (n=570)

= B
21%
lor2 24%

27%

= -
34%
3to 10 31%

32%

More than 10 36%

Figure 21: Open Positions as Percentage of Overall FTEs

|

18%
Less Than 3%
22%

2023 Q2 (n=570)
2023 Q3 (n=515)

16%
3% to Less Than 5%
16%

31%
5% to Less Than 10%
33%

34%
10% or More
30%
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In ation

&RQFHUQ RYHU WKH HIIHFWV Rl LQIDWLRQ UHPDLQV

+RZHYHU EUPV DUH QRW TXLWH DV DQ[LRXV DERXW LWV LPSDFW DV LQ

Figure 22: In ation Concerns

Strongly agree

Net Rating: +48
Agree

Somewhat agree 37%

Neither agree nor disagree m 2023 Q3 (n=511)

Somewhat disagree
Disagree

Strongly disagree

Figure 23: In ation Concerns vs. Previous Quarters

| am extremely concerned about the impact inflation will have on my firm in the coming year.

+72

+61

B 2022 Q4 2023 Q1 m2023Q2 2023 Q3

ACEC Research Institute Engineering Business Sentiment © | 2023 Q3 13



Turned Down Work Due to Workforce Shortages
,Q WKH SDVW WKUHH PRQWKY RYHU KDOI RI EUPV RUA\RQWE I X¥HK RURVD 3

‘RUNIRUFH VKRUWDJH LV KDYLQJ WKH JUHDWHWW YLHP S\DFWQ HG WRAQ ZRDH
IROORZHG E\ LQ WKH :HVW

Figure 24: Turned Down Work Due to Workforce Shortages

51%

|

50%
Yes
56%

52%

49%

50%
No
44%

W 2022 Q4 (n=571)
48% 023 Q1 (n=499)
2023 Q2 (n=557)

2023 Q3 (n=505)

Likelihood of Recession in Next 6 Months (Q20)

KHQ DVNHG DERXW WKH OLNHOLKRRG RI WKH $#68 WIKR @M WIRLQB R@QWKRV
UHVSRQGHQWY EHOLHYH WKHUH LV FKDQFH RXW RI RU DOPRVW

Figure 25: Likelihood of Recession in Next 6 Months

0% Average: 46%

10% Median: 50%
20%
30%
40%
50% 19%
60%
70%

80%

90%
100% 1% m 2023 Q3 (n=518)
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6HYHQW\ SHUFHQW DJUHH WKDW D ODFN RI TXDWWLEHG VR UNRZY QN WKHL
7KLV LV D 1HW 5DWLQJ RI

7KH ODFN RI TXDOLEHG ZRUNHUV LV EHFRPLQJ PRUH VPIDID®P HVYVEWHPVQ W K

WKRVH ZLWK

1 - Strongly
Disagree

7 - Strongly
Agree

TOTAL

REGION
Northeast
South
Midwest
West

FIRM SIZE
1-25
26-50
51-200
201-500
More than 500

RU IHZHU )7(V

VLPLODU WR ZKHQ DVNHG LQ 4

IRU WKRVH ZLWK )7 (V

Figure 26: Lack of Quali ed Workers

Net Rating: +52

2023 Q3 (n=511)

32%

Figure 27: Lack of Quali ed Workers by Region and Firm Size

RS2
+39
+65
+61

+31
+41
e
+67
+55

2021 Q4
(n=458)

2023 Q3 Change vs. Previous
(n=511) Time
+36
il +12
+59
1S
+43 +12
+50 e
+60
+66
+50
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METHODOLOGY

7KH ,QVWLWXWH IRU $VVRFLDWLRQ DQG 1R® $ QRS W LEHDHDW FKR P )H PR QUK
GDWDEDVH OLVW RI PHPEHUV SURYLGHG E\ W IO B /(18R ®HR FIDXUFKH,® \E\N W3
X0\ DQG -XO\

$ WRWDO RI LQYLWDWLRQV ZHUH HPDLOHGVHHDOO WXWXUKHV XOWR X Q@ AHX
R SRWHQWLDO UHVSRQGHQWY ,QGLYLGXWOHWPDKR GHG H) R WQWH WXRJG
IROORZ XS UHPLQGHUYV

,Q DOO LQGLYLGXDOV FRPSOHWHG WKH VXUYH\ IRU DQ RYHUDOO UH

7KURXJKRXW WKLV UHSRUW PHDQLQJI XU WQHHNV LY WH RDRONH G/ LB Q LYEDF D IQR/
LQFOXGLQJ JHRJUDSKLF UHJLRQ DQG EUP VLI]H

127( 7KURXJKRXW WKLV UHSRUW $1HW 5DWLQJWAMWDUHVKKRY QRN PB QW
UHVSRQGHQWY 7KH 1HW 5DWLQJ LV FDOFXOMMWHE EV X BWKUWHDE RALION LW K
7KHUHIRUH D SRVLWLYH 1HW 5DWLQJ LQAMVDMWFHXKR OHUD Q6 NMNHMDWY IHP HHV
LQGLFDWHY DQ RYHUDOO SHVVLPLVWLF VHRM MWKH WW ORI KH KNHKIH WHKAHD ¥
(either optimistic or pessimistic).

STATISTICAL NOTES

'XH WR URXQGLQJ QRW DOO JUDSKV WRWDO
6WDWLVWLFDOO\ VLIJQLEFDQW GLIIHUHQFHVLRWHUBYDOXDWHG DW D FR

7TKHUH LV QR PDUJLQ RI VDPSOLQJ HUURU DV WRLVQLGDLY IDGKBDQWVXINVWR P B P
the ACEC database.

$OWKRXJIJK HYHU\ HITRUW ZDV WDNHQ WR PLQLPIPHQDX\UH BOBLDR X WHKHM R ||
ELDV 6RXUFHV RI SRWHQWLDO ELDV LQFOXG®JI EXW DUH QRW OLPLWHG W
Non-response bias

Confounding bias

Question wording bias

Question order bias

Habituation

Sponsor bias

&RQEUPDWLRQ ELDV

16 ACEC Research Institute Engineering Business Sentiment © | 2023 Q3



RESEARCH
INSTITUTE

ACE
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