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Construction cost escalation to rise in most cities in 2026    
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2026 TPI

5.2%
2025 TPI: 5.0%

Townsville
2026 TPI

6.0%
2025 TPI: 6.0%
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2026 TPI

5.0%
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6.0%
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2026 TPI

4.5%
2025 TPI: 3.75%
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2025 TPI: 4.0%
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2026 TPI

5.1%
2025 TPI: 3.5%
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2025 TPI: 4.5%

Sydney
2026 TPI 

4.0%

Rider Levett Bucknall  |  Regional Intelligence Update – First Quarter 2026 2



New Sydney Fish Market, Sydney

Rider Levett Bucknall  |  Regional Intelligence Update – First Quarter 2026 3



REGIONAL INTELLIGENCE UPDATE REGIONAL INTELLIGENCE UPDATE 

AUSTRALIA SUMMARY

Cover: New Sydney Fish Market, Sydney

Australian construction activity remains at record highs, underpinned by rising energy infrastructure, data centres and apartment construction 

activity. The near-term pipeline is strong, with commencements and approvals rising, particularly in Western Australia, South Australia and 

Queensland.

While cost escalation moderated in 2025, pricing pressures are returning in selected markets. Escalation is expected to strengthen in 

Queensland, Western Australia and Adelaide, where significant defence, healthcare and infrastructure pipelines are tightening capacity and 

driving renewed competition for labour and Tier 1 resources. 

The Middle East conflict adds potential upward pressure on input costs through higher oil and freight prices and may also increase the risk 

of delays. Developers and builders may mitigate this in several ways: through early procurement or resource re-deployment; by exploring 

alternative supply chains or sourcing options for a�ected plant and materials; and by maintaining procurement flexibility.

Sydney and south-east Queensland o�er a short-term window for 

well-prepared, shovel-ready projects to move quickly to tender 

and secure resources ahead of forecast capacity constraints in 

late 2026.

Rising interest rates are expected to weigh on construction 

activity over the medium term. The most immediate and 

concentrated impact will be felt in the detached housing sector, 

followed by apartments, where construction activity is highly 

sensitive to borrowing costs. However, non-residential and 

engineering activity are less a�ected by interest rates, so are 

expected to be more resilient.

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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REGIONAL INTELLIGENCE UPDATE 

CHART 1: CONSTRUCTION ACTIVITY IS AT A RECORD HIGH
CONSTRUCTION WORK DONE, AUSTRALIA, CHAIN VOLUME MEASURES
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Construction activity is at record highs and the  

near-term pipeline is strong

Construction activity in 2025 was a record $318b, up 

3.8% from 2024 (Chart 1). Engineering activity has 

picked up, driven by energy infrastructure such as 

transmission lines, solar, wind and pumped hydro, 

and water infrastructure. Residential construction 

activity has also risen, up 7.3% in 2025, with apartment 

construction growing particularly strongly (Chart 1). 

Non-residential activity growth was more subdued, but 

work in some segments, notably data centres, hospitals 

and aged care, grew strongly. Activity has risen most 

strongly in South Australia and Queensland.

The public share of total construction has risen 

significantly in recent years, from about 15 per cent of 

total work done in the mid-2010s to a peak of almost 

29 per cent in 2024 (Chart 2). This has been driven 

by increases in engineering construction (including 

roads, rail and other infrastructure) and non-residential 

building (such as education and healthcare). However, 

the future construction pipeline is expected to shift 

towards more private projects, including energy 

infrastructure, and more residential activity.  

Leading indicators of activity suggest a strong near-

term pipeline of work. Building approvals rose 15.9% in 

2025, driven by strong growth in apartment approvals 

(although approvals remain below the peaks in the 

mid-2010s). There has been a surge in investment in 

new data centres, with commencements and approvals 

rising rapidly in 2025, most notably in Victoria and 

NSW. 

The near-term construction pipeline is particularly high 

in Western Australia, South Australia and Queensland.

Further out, activity is expected to be strongest in 

Queensland, driven by Olympics-related construction. 

The Queensland Games Independent Infrastructure 

and Coordination Authority has recently appointed a 

delivery partner for the infrastructure program and the 

design team for the Olympic stadium in Victoria Park. 

There is a window of opportunity for well-prepared 

projects in Sydney and south-east Queensland to move 

quickly to tender and secure resources before capacity 

is expected to tighten in late 2026.

Construction cost escalation slowed in 2025, but there 

are signs that cost pressures are returning

Overall construction cost escalation slowed in 2025. 

RLB’s Tender Price Index slowed across most of 

Australia in 2025, but tender costs are still rising faster 

than pre-pandemic.  ABS producer price data also 

showed that escalation has moderated, with building 

construction output costs rising by 3.4% in 2025, well 

below the five-year annual average of 6.4%. Heavy and 

civil engineering construction costs rose by 1.8% in 

2025, compared with 2.7% growth in 2024.

However, there are signs of cost growth picking up, 

with building construction output costs rising by 4.9% in 

the second half of 2025 (6-month annualised, see Chart 

3), and cost growth for house building rebounding 

significantly from the declines seen in late 2024 and 

2025. 

Looking ahead, the high volume of work underway will 

keep the industry overheated, maintaining pressure 

on construction costs and delivery timelines. RLB’s 

Tender Price Index is forecast to grow strongly in 2026, 

with average cost escalation of about 4 to 6 per cent 

across Australia. Cost growth is expected to be highest 

in south-east Queensland and Townsville as Olympic 

AUSTRALIA SUMMARY

Notes: Preliminary data for the December quarter 2025. Nominal data used so 
shares sum to 100. Four-quarter sum.

Notes: Preliminary data for the December quarter 2025. Four-quarter sum.

CHART 2: THE PUBLIC SECTOR SHARE OF CONSTRUCTION 
ACTIVITY HAS STARTED TO FALL AFTER PEAKING IN LATE 2024

PUBLIC CONSTRUCTION SHARE OF TOTAL CONSTRUCTION, BY SECTOR
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REGIONAL INTELLIGENCE UPDATE 

construction ramps up. Construction cost escalation 

is also forecast to be strong in Adelaide, Darwin and 

Perth. Cost escalation is forecast to be more modest in 

Sydney and Melbourne but will still be higher than pre-

pandemic levels. 

Tender Price Index forecasts have been lifted 

significantly in Adelaide and the Gold Coast, and 

modestly in Canberra, Darwin and Perth. 

Ongoing skilled labour shortages, particularly for 

trades workers and professionals such as construction 

managers and engineers, are the main drivers of rising 

labour costs and project delays across Australia. 

Labour shortages remain a significant constraint 

across Australia and for all contractors. Other factors 

contributing to rising construction costs include a 

lack of competition among Tier 1 contractors and 

subcontractors (particularly on large-scale projects), 

the risk of insolvencies pushing up risk pricing, high 

public sector activity competing for labour and 

materials, and ongoing low productivity (construction 

industry productivity fell 3 per cent in 2024-25).

The Middle East conflict introduces cost escalation 

risk. The most immediate channel is likely to be 

higher oil prices flowing through to freight, plant and 

preliminaries. If disruption persists, shipping routes may 

remain a�ected, with longer transit times potentially 

lifting freight-heavy and energy-intensive input costs 

(such as diesel, asphalt and bitumen) and materials 

including steel and cement.

Key drivers of escalation across cities include:

	� Adelaide: A lack of competition among Tier 1 

builders and ongoing skilled labour shortages, and a 

significant public sector pipeline of work.

	� Brisbane & Gold Coast: A strong public-sector 

pipeline, skilled labour shortages, limited competition 

in the Tier 1 subcontractor market, insolvency risks 

and industrial relations constraints. Productivity is 

low but showing signs of improvement. 

	� Canberra: A strong pipeline of publicly funded 

projects is keeping activity high but creating cost 

pressures.

	� Melbourne: Ongoing labour shortages, mega-project 

cost overruns, and a limited Tier 1 subcontractor 

pool.

	� Perth: Operating near capacity, with ongoing skills 

shortages driving up costs. Regional and complex 

projects face the greatest cost pressures.

	� Sydney: Current tender competitiveness is due 

to improved subcontractor availability, but cost 

pressures are likely to return by late 2026 as 

apartment construction ramps up. Shortages of 

specialist trades continue to place upward pressure 

on costs. 

	� Darwin & Townsville: Defence-driven demand, skilled 

labour shortages, and limited Tier 1 competition 

continue to drive up costs.

AUSTRALIA SUMMARY

CHART 3: OUTPUT COST GROWTH FOR THE BUILDING 
CONSTRUCTION INDUSTRY HAS PICKED UP

PRODUCER PRICE INDEX OUTPUT COSTS, SIX-MONTH ANNUALISED % CHANGE
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REGIONAL INTELLIGENCE UPDATE 

TABLE 1: ESTIMATED IMPACT OF A 75 BASIS POINT INCREASE IN LENDING RATES, RELATIVE TO THE NOVEMBER 2025 FORECAST OF A 75 BASIS POINT FALL

TIMING OF MAXIMUM IMPACT ON 
WORK DONE (FROM JUNE 2026)

$B IMPACT ON WORK DONE 2026-27 TO 2029-30 
VS BASELINE (% OF ACTIVITY)

HOW HIGHER INTEREST RATES SLOW ACTIVITY

HOUSES 1–2 YEARS -$21B (-9%)  MORTGAGE RATES    BORROWING CAPACITY    FEWER SALES/STARTS. 

 PRICES = LOWER TURNOVER = FEWER KNOCKDOWN REBUILDS

APARTMENTS AND 
TOWNHOUSES

2–4 YEARS -$12B (-8%)  FINANCING COSTS    FEASIBILITY

 PRESALES = LESS FUNDING AVAILABLE    PROJECTS DELAYED/CANCELLED

NON-RESIDENTIAL BUILDING ~2–3 YEARS -$4B (-1½%)  CAPITALIZATION RATES    ASSET VALUES (  EQUITY FOR NEW PROJECTS)

FUTURE DEMAND FALLS = LESS NEED FOR INVESTMENT/EXPANSION

NON-MINING ENGINEERING — -$4B (-1%) PUBLIC PIPELINE DOMINANT, WHICH IS LESS SENSITIVE TO INTEREST RATES. 

HIGHER RATES RAISE THE COST OF CAPITAL FOR SOME PRIVATE PROJECTS.

TOTAL  — -$42B (-3½%)

 

Rising interest rates will weigh on construction 

activity  

The Reserve Bank of Australia (RBA) raised the cash 

rate by 0.25% to 3.85% in February, due to inflation 

pressures unexpectedly returning and a strong jobs 

market. With inflation now expected to remain above 

the midpoint of the 2-3 per cent target range until at 

least 2028, the RBA is likely to raise rates again soon. 

This is a sharp turnaround from September 2025, when 

financial markets predicted two rate cuts in 2026. 

RBA research has found that construction is one of the 

most interest-rate-sensitive sectors of the economy, 

with higher rates reducing the pipeline of construction 

activity. RLB analysis, based on RBA research, shows 

that if the RBA increases the cash rate to 4.35%, 

construction sector work done (excluding alterations & 

renovations and mining engineering construction) will 

be about $42 billion lower (-3.5%) over the 2026-27 to 

2029-30 period than was forecast in late 2025 (Table 

1). Higher rates increase financing costs (making some 

projects unfeasible), reduce borrowing capacity (fewer 

sales), and reduce economic activity, which reduces 

demand for new non-residential buildings (such as 

o	ces and warehouses). 

The impact of higher interest rates a�ects construction 

sectors di�erently:

	� House construction will be hit hardest and first, with 

activity about 9% below expectations over the next 

four financial years, with the largest declines in 2027-

28 and 2028-29.

	� Apartment and townhouse construction is expected 

to fall by about 8%. Apartment construction will be 

a�ected more slowly than house building because 

the planning and approval process is slower (i.e., 

projects have longer lead times), so the current 

pipeline of work lasts longer.

	� Non-residential building and non-mining engineering 

construction activity are less sensitive to interest 

rates than residential activity. Activity is forecast to 

be about 1.5% and 1% lower, respectively, over the 

2026-27 to 2029-30 period. Non-mining engineering 

is the least interest-rate-sensitive sector because a 

large share of its activity is publicly funded (Chart 2), 

so it is less influenced by interest rate changes.

Notes: Values are rounded to the nearest billion dollars. The scenario assumes the cash rate rises 75 basis points, to 4.35%, versus the assumption of 75 basis points of cash rate cuts over 2026–28 in the ACIF November 2025 forecasts used as the baseline. This 
150 basis points di�erence is assumed to pass through fully to borrowing rates. Impacts on construction work done are derived from RBA estimates of the e�ect of interest-rate changes (Tulip & Saunders, 2019; Ballantyne et al., 2019), using the midpoint of 
the modelled upper and lower bounds, and scaled to be a 150bp rate increase. Scope excludes alterations & renovations and mining-related engineering construction. No allowance is made for o�setting fiscal stimulus or other policy/behavioural changes. 
Impacts should be read as an order-of magnitude sensitivity rather than a forecast.
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ADELAIDE  

CURRENT MARKET INSIGHTS 

The South Australian construction market remains strong, supported by 
a significant pipeline of major projects. Many are now in the late stages 
of planning or the early stages of construction. Growth forecasts remain 
strong in 2026 across the defence, healthcare, residential and infrastructure 
sectors, with many projects commenced or announced with funding.

The economy is operating near capacity, although increased competition and capacity are 

evident in the Tier 2 and 3 markets, with positive tender results for projects that contractors 

and subcontractors deem attractive or lower risk.

However, growing demand for Tier 1 projects – particularly later in 2026 – is likely to influence 

the availability of resources within the Tier 2 and 3 markets, which will start to drive up 

construction costs and reduce subcontractor availability.

KEY FACTORS IMPACTING ESCALATION

	� Continued skilled labour shortages in key trades, particularly at the Tier 1 level, including 

structural, civil and building services trades, have created opportunities for interstate 

contractors to supplement the local market.

	� Labour costs remain on the rise amid ongoing Enterprise Bargaining Agreement 

negotiations.

	� A lack of competition among Tier 1 subcontractors is increasing project costs and driving 

selective bidding, as contractors focus on lower risk projects.

	� Project durations are under pressure across the board, typically resulting in longer-than-

expected tender programs and actual durations extending beyond original forecasts due to 

lower productivity and limited trade availability.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
SOUTH AUSTRALIA

WORK DONE 16.3% 12.8% 11.6% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 23.8% -21.9% 0.6% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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REGIONAL INTELLIGENCE UPDATE 

BRISBANE  

CURRENT MARKET INSIGHTS

Construction costs continue to rise for major projects. However, the market 
is more competitive for projects valued at approximately $80m or less. While 
government programs in health, corrections, education, and infrastructure 
are sustaining Tier 1 contractor pipelines, commencements on private-
sector projects are subdued because revenues are not keeping pace with 
construction costs.

High resource demand from public projects has forced Tier 2 and 3 subcontractors to match 

EBA wage rates, further limiting a�ordability for private developments. Low productivity 

remains an issue, although there is anecdotal evidence of moderate improvement. However, 

conditions in existing EBAs continue to pose challenges to a full correction. While there are 

signs productivity is improving, contractors’ pricing of risk has not reduced in the short term, 

and it will take a sustained period of higher productivity for this to be reflected in pricing. The 

subcontract market continues to experience a shortage of skilled resources, particularly in the 

Tier 1 market, and this is likely to be exacerbated in the medium to long term.

As a result of delays to major public-sector projects (the Olympics and the Hospital Rescue 

Plan) and the private sector struggling to demonstrate feasibility due to high construction costs, 

there is an approximate six-month window of opportunity to tender shovel-ready projects (i.e., 

finalised design documentation, approvals and committed funding) for an immediate start, with 

the market likely to respond more positively and competitively during this period.

KEY FACTORS IMPACTING ESCALATION

	� Low productivity a�ecting project durations and risk pricing.

	� Skilled labour shortages in key trades.

	� Risk of insolvencies a�ecting contractors’ risk pricing.

	� Lack of competition in the Tier 1 subcontractor market a�ecting major projects.

	� Lack of competition in the Tier 1 contractor market, with some contractors declining to 

tender and pushing ECI procurement.

	� Risk of industrial action (although this risk is declining).

	� Contractors positioning themselves for Olympic venue tenders.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
QUEENSLAND

WORK DONE 11.6% 7.8% -0.9% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 13.1% -2.5% 7.4% 

443 Queen Street, Brisbane

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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CANBERRA  

CURRENT MARKET INSIGHTS

Construction activity remains strong, supported by a solid pipeline of work 
across sectors. Major projects such as the Northside Hospital Early Works, 
the Canberra Theatre Redevelopment, the UNSW City Campus Stage, and 
the AIS Podium Project have commenced or are due to commence soon. 
Further down the pipeline is the Canberra Aquatic Centre, planned to start 
in early 2027.

Major projects are also under construction, including the National Security Precinct 

(completion due in 2028), the Commonwealth Avenue Bridge upgrade, Light Rail Stage 2A, 

and Scrivener Dam Strengthening.

High-rise residential activity tapered o� in Q4 2025, but housing demand remains strong.

KEY FACTORS IMPACTING ESCALATION

	� Continued skilled labour shortages.

	� Some trade contractors reaching capacity, necessitating sourcing from interstate at  

higher cost.

	� Contractors competing for resources, pushing up prices.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
ACT

WORK DONE -6.7% -12.3% 70.7% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 86.5% 145.7% 117.9% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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DARWIN  

CURRENT MARKET INSIGHTS

The construction sector in Darwin remains steady, underpinned by a stable 
pipeline of public infrastructure works and some private developments.

Residential construction activity is picking up. There is strong underlying demand, with 

tight vacancy rates and sustained rental growth across several key suburbs. The Territory 

Government is focused on a�ordable housing and supporting short-term initiatives to increase 

supply.

Activity is constrained by supply limitations. Persistent shortages of specialist labour continue 

to put upward pressure on construction costs and delivery timeframes. These pressures are 

particularly evident in large-scale developments, where the pool of Tier 1 contractors remains 

limited. With a substantial pipeline of defence-related projects expected to progress, capacity 

constraints and cost escalation are likely to continue for the foreseeable future.

KEY FACTORS IMPACTING ESCALATION

	� Lack of competition in Tier 1 contractor and subcontractor markets, driving up  

project costs.

	� Inflated prices across most trades, particularly Tier 1 engineering services and  

structural trades.

	� Skilled labour shortages in key trades.

	� Continued government spending on defence and infrastructure.

	� Project durations typically exceeding original contractor forecasts.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
NORTHERN TERRITORY

WORK DONE 12.9% 11.4% 116.7% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 35.7% -19.3% -7.7% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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GOLD COAST  

CURRENT MARKET INSIGHTS

Pressure on construction costs continues into 2026, although some 
improvement in pricing is occurring due to increased availability of 
subcontractors in certain segments of the market (especially projects 
under approximately $80m, where higher levels of competition are being 
experienced). Overall construction costs in the Tier 1 space continue to 
rise, albeit at a slower pace, and capacity is constrained following the 
award of several large residential contracts/ECIs in late 2025.

Private sector activity remains subdued due to feasibility pressures and a lack of available 

contractor interest, driven by high resource demand from public sector projects, ongoing 

productivity challenges, and risk pricing for market conditions such as timeframes and 

solvency.

Low productivity remains an issue, but there are signs of improvement. However, conditions 

in existing EBAs continue to present challenges to a marked uplift. With the appointment 

of consultants and consideration of early package commencements for major public sector 

projects (the Olympics and the Hospital Rescue Plan), it is anticipated that market capacity 

will tighten in the latter half of the year. This creates a reduced window in early 2026 to 

commence shovel-ready projects, ahead of forecast price increases.

KEY FACTORS IMPACTING ESCALATION

	� Low productivity, extending project durations and increasing risk pricing.

	� Skilled labour shortages in key trades.

	� Risk of insolvencies a�ecting contractor pricing.

	� Lack of competition in the Tier 1 subcontractor market, a�ecting major projects.

	� Lack of competition in the Tier 1 contractor market, with large project awards in late 2025.

	� Risk profiles remain high to cover project uncertainty (including subcontractor insolvency, 

program/productivity and delivery risk).

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
QUEENSLAND

WORK DONE 11.6% 7.8% -0.9% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 13.1% -2.5% 7.4% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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CURRENT MARKET INSIGHTS

Construction activity is elevated, driven by non-residential and engineering 
projects. Strong activity in data centres and education is helping keep the 
market busy. The housing sector is more subdued, with house construction 
flat, but apartment and semi-detached activity is growing. Approvals for 
non-residential projects strongly indicate that activity will pick up in the 
coming years.

A lack of both skilled and lower-skilled workers has continued to increase labour costs and 

extend project timelines, a�ecting program delivery and project feasibility. Mega-project cost 

overruns have also inflated baseline costs.

The impact of the Victorian Government’s policies to boost the supply of medium-density 

housing and apartments has yet to materialise. Even once all policies become law, a short-

term pick-up is unlikely, as these projects will struggle to meet financial hurdles and may face 

backlash from local communities.

KEY FACTORS IMPACTING ESCALATION

	� Ongoing shortages of skilled and lower-skilled labour.

	� Strong public sector activity in social and a�ordable housing and infrastructure.

	� Increases in the cost of doing business, including state-based taxes.

	� Limited Tier 1 subcontractor pool.

MELBOURNE

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
VICTORIA

WORK DONE 4.8% -4.9% -6.2% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 3.9% 42.7% 18.7% 

Chadstone Place, Melbourne

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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REGIONAL INTELLIGENCE UPDATE 

PERTH

CURRENT MARKET INSIGHTS

The Western Australian construction market has continued to operate 
near capacity. Ongoing skilled labour shortages and rising wage costs are 
pushing up costs.

Additional cost pressures are likely, with increased workload forecasts for 2026 across 

numerous sectors, including defence, healthcare, renewable energy and residential. This 

spike in workload, in a market already experiencing capacity constraints – particularly within 

the Tier 1 contractor and subcontractor markets – will continue to drive pricing escalation 

across Western Australia. These pricing increases will be magnified in regional locations and in 

complex, high-value metropolitan projects.

Wide pricing spreads across most trades have continued, including head contractor 

preliminaries and margin costs, even on lower-risk projects.

KEY FACTORS IMPACTING ESCALATION

	� Market volatility has continued, with supply chain and labour shortages a�ecting pricing.

	� The insolvency of major subcontractors and economic concerns are driving higher pricing.

	� A lack of competition in the Tier 1 contractor and subcontractor markets, and some 

hesitancy to bid on projects, is resulting in higher project costs and limited options for 

developers and asset owners. 

	� These issues are magnified to varying degrees in regional locations.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
WESTERN AUSTRALIA

WORK DONE 9.5% 8.2% -0.6% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 15.8% 31.6% 22.7% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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REGIONAL INTELLIGENCE UPDATE 

SYDNEY  

CURRENT MARKET INSIGHTS

Tender conditions in Sydney remain subdued, with strong competition 
across most subcontract trades continuing to put downward pressure 
on pricing relative to a year ago. Market capacity remains available, and 
subcontractors are maintaining a competitive approach to securing  
forward workload.

This environment is expected to broadly continue into late 2026, ahead of increased demand 

associated with Housing Delivery Authority (HDA)-related projects, which is anticipated to 

progressively tighten capacity. Notwithstanding softer pricing, labour availability remains 

constrained, particularly in specialist trades, due to sustained demand from major public 

infrastructure programs.

Market confidence remains cautious. The recent interest rate rise, coupled with speculation 

about changes to property investment taxation, may further moderate the residential sector. 

Persistently high land values, taxes and cost pressures continue to challenge project feasibility. 

Ongoing monitoring is focused on potential labour migration to Queensland ahead of 

Olympics-driven activity and the mid-2027 expiry of the NSW CFMEU EBA.

KEY FACTORS IMPACTING ESCALATION

	� Good subcontractor availability continues to drive competitive tender pricing across key 

trades; however, this is expected to be transitory as forward workloads gradually firm.

	� Structural skilled labour shortages persist, placing ongoing upward pressure on wages, 

particularly in specialist and high-demand trades.

	� Public sector investment remains the primary driver of baseline market demand and 

continues to underpin underlying cost pressures.

	� Major public infrastructure programs continue to absorb a significant share of the skilled 

workforce, constraining labour availability for private sector projects.

	� Anticipated future workload growth, including HDA-related projects and interstate demand, 

is expected to progressively tighten market capacity over the medium term.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
NSW

WORK DONE 6.0% 2.1% 2.2% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 24.0% 8.0% 17.3% 

New Sydney Fish Market, Sydney

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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REGIONAL INTELLIGENCE UPDATE 

TOWNSVILLE  

CURRENT MARKET INSIGHTS

Construction activity in North Queensland remains strong, particularly in 
infrastructure, health and defence. Tier 1 contractor projects have seen a 
modest increase in productivity and competitiveness, but strong demand 
across most subcontractor sectors continues to drive price escalation.

Market conditions for Tier 2 and 3 contractors are normalising—head contractors are generally 

achieving competitive trade coverage across most subcontract trades. Supply and demand for 

construction projects appear more balanced, and pricing is more competitive than a year ago.

Low unemployment in the construction market continues to contribute to ongoing skilled 

labour shortages, with contractors competing for talent by o�ering higher wages.

Pricing is now more competitive but still at a level that challenges the feasibility of private 

development. Upcoming capital investments for the Olympics will commence soon, and 

the forecast escalation in North Queensland is expected to align with that in south-east 

Queensland as increased demand for trades spreads across Queensland.

KEY FACTORS IMPACTING ESCALATION

	� Ongoing skilled labour shortages.

	� The Tier 1 contractor market is becoming more congested.

	� Productivity has improved but remains low.

CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

2025 V 2024 % CHANGE, CVM, 
QUEENSLAND

WORK DONE 11.6% 7.8% -0.9% 

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 13.1% -2.5% 7.4% 

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

ADELAIDE 3.5 5.1 5.5 6.0 6.0

BRISBANE 5.0 5.0 7.0 7.0 7.0

CANBERRA 3.75 4.5 4.8 4.3 4.0

DARWIN 5.0 5.2 4.0 4.0 4.0

GOLD COAST 4.5 6.0 7.5 7.0 7.0

MELBOURNE 4.0 4.0 4.0 4.0 4.0

PERTH 5.4 5.5 5.4 5.0 4.7

SYDNEY 4.5 4.0 4.5 5.0 4.5

TOWNSVILLE 6.0 6.0 7.0 7.0 7.0
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AUSTRALIA OFFICES

ADELAIDE
Level 1, 8 Leigh Street, 
Adelaide, SA 5000
T:	 +61 8 8100 1200
E:	 adelaide@au.rlb.com

BRISBANE
Level 13, 10 Eagle Street,  
Brisbane, QLD 4000
T:	 +61 7 3009 6933
E:	brisbane@au.rlb.com

CAIRNS
Suite 7, 1st Floor,  
Cairns Professional Centre,
92-96 Pease Street,  
Cairns, QLD 4870
T:	 +61 7 4032 1533
E:	 cairns@au.rlb.com

CANBERRA
16 Bentham Street,  
Yarralumla, ACT 2600
T:	 +61 2 6281 5446
E:	 canberra@au.rlb.com

COFFS HARBOUR
Level 1, 9 Park Avenue,  
Co�s Harbour, NSW 2450
T:	 +61 2 4940 0000
E:	northernnsw@au.rlb.com

DARWIN
Level 4, 62 Cavenagh Street,  
Darwin, NT 0800
T:	 +61 8 8941 2262
E:	darwin@au.rlb.com

GOLD COAST
45 Nerang Street,  
Southport, QLD 4215
T:	 +61 7 5595 6900
E:	goldcoast@au.rlb.com

MELBOURNE
Level 25, 55 Collins Street,  
Melbourne VIC 3000
T:	 +61 3 9690 6111
E:	melbourne@au.rlb.com

NEWCASTLE
Suite 4, Level 1, 101 Hannell Street 
Wickham, NSW 2293
T:	 +61 2 4940 0000
E:	newcastle@au.rlb.com

PERTH
Level 9, 160 St Georges Tce, 
Perth, WA 6000
T:	 +61 8 9421 1230
E:	perth@au.rlb.com

SUNSHINE COAST
Suite 307, La Balsa, 45 Brisbane Road 
Mooloolaba, QLD 4557
T:	 +61 7 5443 3622
E:	 suncoast@au.rlb.com

SYDNEY
Level 19, 141 Walker Street, 
North Sydney, NSW 2060
T:	 +61 2 9922 2277
E:	 sydney@au.rlb.com

TOWNSVILLE
Level 1, 45 Eyre Street, North Ward, 
Townsville, QLD 4810
T:	 +61 7 4771 5718
E:	 townsville@au.rlb.com
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