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CONSTRUCTION MARKET UPDATE
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Australia Construction Market Update

Construction cost escalation to rise in most cities in 2026
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AUSTRALIA SUMMARY
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Construction cost escalation is expected to pick up in 2026, led by markets with stronger public and infrastructure pipelines and more
constrained subcontractor capacity. The Middle East conflict has pushed up costs via higher prices for fuel, freight and oil-linked materials.
RLB estimates the conflict added around 1.5% to 3.5% to overall project costs, depending on the nature of the development, with the greatest
exposure on civil, infrastructure, freight-intensive and services-heavy projects.

But the effect on tender prices has been more muted than initially expected as diesel, surcharges and some material pressures have eased
from their April peak. In Sydney and Melbourne, competitive market conditions continue to influence pricing dynamics. In stronger markets
such as Darwin, Queensland, Western Australia and South Australia, contractors are showing firmer pricing positions, with potential for further
adjustments in the second half of the year if the effects of the war linger. But the conflict is expected to generate only a temporary lift in
pricing for contracts in 2026, with tender prices from 2027 expected to be broadly unaffected by the conflict. Data centre construction is also
emerging as a major national pressure point, adding demand for specialist labour, electrical equipment, and grid-connected infrastructure.

Construction activity remains elevated but the outlook has softened since the March quarter. Higher oil prices and input costs, rising interest

rates, and tax changes are expected to weigh on project feasibility, approvals and construction activity in the near term.

Construction cost escalation to pick up temporarily in some markets in 2026
driven by rising input costs

RLB’s Tender Price Index slowed across most of Australia in 2025, but tender
costs were still rising faster than pre-pandemic. ABS producer price data also
showed that escalation moderated through 2025, although price pressures were
building even before the Middle East conflict. Overall building construction output
prices rose 4.2% in the year to March 2026, up from 2.2% growth in the year to
June 2025. House construction output prices rose 4.1% over the year, a sharp
rebound from falling prices in late 2024 and early 2025.

The Middle East conflict added renewed pressure through higher fuel, freight and
energy-intensive material costs, notably plastic pipe and fittings (PVC / PE / PP),
bitumen and asphalt (Table 1). Diesel prices doubled shortly after the conflict
began, but have fallen in recent weeks (Chart 1). Shipping costs have jumped

in recent weeks, although contractors are not yet reporting widespread

shipping delays.

Cover: 480 Swan Street Richmond, 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 379 4.7 4.8 4.3 4.0
DARWIN 5.0 6.9 5.1 4.6 4.0
GOLD COAST 4.5 6.0 7.0 7.0 7.0
MELBOURNE 4.0 4.0 4.0 4.0 4.0
PERTH 5.4 5.6 516 5.2 4.8
SYDNEY 4.5 4.0 4.5 5.0 4.5
TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

Notes: Per cent change from December to December each year. Forecasts assume
the Middle East conflict is mostly resolved by the September quarter 2026, with
prices for refined oil products and other oil-linked products falling during 2026 and

returning to more normal levels by 2027.
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REGIONAL INTELLIGENCE UPDATE

AUSTRALIA SUMMARY

Significant price rises and concerns about shortages
of diesel and other oil-derived products weighed on
industry sentiment in April and early May. Developers
were reluctant to sign new contracts, and tender price
validity periods shortened.

But the impact of the Middle East conflict on the
construction sector has been more muted than initially
expected. There has been an easing in cost pressures
in recent weeks. Diesel prices have fallen - the spread
between diesel prices and crude oil prices has fallen
back from the extreme highs seen in April as supply
ramped up and the likelihood of an end to the conflict
increased. Fuel and delivery charges have been scaled
back and cost pressures have also eased for other
inputs (for example, concrete production surcharges
have fallen substantially since April).

While some of the initial price increases have
moderated and the most acute cost pressures have

eased from their mid-April peak, RLB’s latest estimates

suggest the conflict has added around 1.5% to 3.5%

to overall project costs, depending on project type,
location and procurement exposure. The impact is not
uniform: projects with high freight, plant, civil works,
asphalt, bitumen, PVC / PE / PP, steel, cement or
long-lead imported equipment exposure are likely to
face the greatest risk. Across all markets, contractors
are placing greater emphasis on shorter price validity
periods, early procurement, risk sharing for volatile

inputs and more active management of long-lead items.

However, contractors are not currently experiencing

widespread shipping delays or seeking extensions from

suppliers.

How these cost pressures are being passed on to
tender prices differs across Australia.

In Sydney and Melbourne, market dynamics remain
competitive, shaping contractors’ pricing behaviour,
with many contractors not passing on higher

costs. As a result, the TPI forecasts for 2026 are
unchanged. Reflecting the softer conditions, there

is a wider spread of tender prices from contractors.
Some contractors have flagged higher input costs as
a risk and reserved the right to pass them on if they
remain elevated. In Sydney, tendering conditions
are currently subdued before an expected pick-up in
activity from late 2026.

In some of the stronger markets, particularly Darwin,
Queensland, Western Australia and South Australia,
firmer conditions are evident. Some upward price
pressure could emerge in the second half of the year
if oil and diesel prices remain elevated. In effect, the
conflict is expected to generate a temporary uplift in
pricing through the June, September and potentially
December quarters (with annual TPl growth broadly
consistent with current forecasts), while tender
price growth from 2027 is expected to be largely
unaffected by the conflict. In Perth and Darwin,
higher rates of TPI growth in 2027 and 2028 continue
to be driven by underlying demand pressures, rather
than Middle East-related input costs.

In Canberra, the TPl is now forecast to rise by 4.7%
in 2026, up from the 4.5% forecast in the March
quarter due to cost pressures arising from the
Middle East conflict.
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CHART 1: DIESEL PRICES HAVE FALLEN FROM THE APRIL PEAK
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Notes: Excise discount of 32 cents per litre from 1 April 2026.
Source: AIP

TABLE 1: ESTIMATE OF PRICE INCREASES BASED ON CURRENT
SUPPLIER INFORMATION, AUSTRALIA, FEBRUARY TO JUNE 2026

ESTIMATED PRICE
INCREASE

CONSTRUCTION INPUT

DIESEL +25% TO +40%

PLASTIC PIPE & FITTINGS (PVC / PE / PP) +25% TO +40%

BITUMEN / ASPHALT +20% TO +40%

DELIVERY FEE SURCHARGE +5% TO +20%

ELECTRICAL CABLE / CONDUIT +5% TO +15%

CONCRETE +5% TO +12%

PRELIMINARIES / GROUND WORKS / PILING +5% TO +12%

QUARRY PRODUCTS / AGGREGATES +5% TO +10%

REINFORCEMENT / STRUCTURAL STEEL +4% TO +10%

ALUMINIUM / CLADDING / GLAZING +4% TO +8%

IMPORTED MACHINERY AND EQUIPMENT +3% TO +7%

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026
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REGIONAL INTELLIGENCE UPDATE

AUSTRALIA SUMMARY

Further out, forecast escalation remains uneven across
Australia. South-east Queensland, Townsville, Adelaide,
Perth and Darwin are expected to face the strongest
pressure due to large public sector pipelines, defence
and infrastructure work, labour shortages and limited
Tier 1 subcontractor competition. In Sydney, cost
pressures are expected to pick up as residential, data
centre and infrastructure activity absorb available
capacity. Melbourne’s construction market is more
subdued, with the TPI forecast to grow at 4% annually
over the next few years.

Other drivers of escalation across cities:

= Adelaide: A strong pipeline of major projects
is tightening Tier 1 capacity, with skilled labour
shortages and limited Tier 1 subcontractor
competition pushing up costs.

= Brisbane, Gold Coast and Townsville: Firm public-
sector pipelines, Olympics-related positioning, skilled
labour shortages, low productivity and constrained
Tier 1 subcontractor capacity are adding to cost
pressure.

= Canberra: Public-sector projects are keeping activity
elevated, with capacity constraints and labour
shortages increasing reliance on interstate resources
at higher cost.

= Darwin: Defence and infrastructure demand is
continuing to drive activity, while labour shortages
and limited Tier 1 competition are adding to cost
pressure.

= Melbourne: Labour shortages, mega-project cost
overruns and a limited Tier 1 subcontractor pool are
continuing to push up costs.

= Perth: The market is operating near capacity, with
skilled labour shortages, wage pressures, limited
Tier 1 competition and regional delivery constraints
driving cost pressures.

= Sydney: Current tender competitiveness is helping
contain price growth, but labour shortages and a
strong future housing pipeline are expected to add
to cost pressures from late 2026.

Construction activity remains elevated, but the
outlook has softened

Construction activity has been strong, with
construction work done up 4.5% in the 12 months

to March 2026 to a record $324.8 billion (Chart 2).
Residential construction activity rose 6.9% over the
year, with apartment construction growing particularly
strongly. Non-residential activity growth was solid,
with work in some segments, notably data centres,
growing rapidly. Engineering activity grew by a more
modest 2.5%, driven by energy infrastructure such as
transmission lines, solar, wind and pumped hydro, and
water infrastructure.

Forward-looking indicators point to a further rise

in activity in the near-term. The volume of building
approvals rose 17% in the 12 months to March 2026.
Residential approvals have been supported by
apartments and semi-detached dwellings, while non-
residential approvals have been lifted by data centres,
as well as health, education, entertainment and
recreation.

Rider
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While the near-term pipeline is strong, the medium-
term outlook has softened due to three main
headwinds:

= Higher interest rates: the Reserve Bank has raised
interest rates 0.75 percentage points to 4.35% in
response to high inflation that was present before
the outbreak of the Middle East conflict, the risk that
inflation expectations will rise, and a resilient labour
market. The financial markets are forecasting that
the Reserve Bank will raise rates further in 2026.
Higher interest rates will reduce the pipeline of
construction activity, particularly in more interest-
rate-sensitive sectors such as houses, apartments
and townhouses. Non-residential building and
engineering construction should be more resilient to
higher interest rates, particularly where projects are
publicly funded or linked to essential infrastructure.

= Higher construction costs from the Middle East
conflict: higher fuel, freight and energy-intensive
material costs have pushed up construction costs
and weighed on industry confidence (see above). If
the conflict continues to disrupt global oil markets
and costs remain elevated and are passed on to
developers, some new projects will not be feasible
and could be delayed or cancelled. Uncertainty
created by the conflict may also mean some
developers pause their projects until oil markets
normalise.

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 6
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AUSTRALIA SUMMARY

methods of construction. Overall, the net effect of the
changes in the budget will probably be to weigh on
new housing supply in the near-term.

= Tax changes in the 2026-27 Federal Budget:
housing tax changes in the budget included limiting
negative gearing to newly built homes from 1 July
2027 and replacing the 50% CGT discount with cost-
base indexation or a minimum 30% tax rate. Treasury
modelling forecast that around 35,000 fewer homes
(~1.5% fewer homes) will be built over the decade
due to these changes. But there is a possibility that
new housing supply will be even weaker in the near-
term if prices fall by more than expected due to the
impact on buyer confidence. However, there is also
the possibility of more investment in new dwellings
than anticipated, meaning the supply impact will
be more limited. The Budget also contained some
measures that should support housing supply,
including a $2 billion Local Infrastructure Fund, faster
environmental approvals, changes to how migrant
workers’ skills are assessed, and support for modern

The broader economy has also softened in the face of
higher interest rates and the fallout from the Middle
East conflict. Consumer and business confidence have
fallen sharply, dwelling prices are falling in Sydney and
Melbourne, discretionary spending is slowing and there
are signs of softening in the labour market, with the
unemployment rate rising to 4.5% in April.

The net effect of these changes is that construction
activity is likely to be softer in 2026 and 2027 than
previously forecast. The Australian Construction Industry
Forum is now forecasting construction work done to fall
by 0.8% in 2026, compared with its late-2025 expectation
of modest growth of around 2%. The Reserve Bank has
also revised its forecasts and now expects housing
construction to decline in 2027 and 2028.

Data centre activity is booming

Data centre construction has grown strongly over the past few years and is now the strongest part of
non-residential construction. ABS data show a sharp rise in ‘commercial not elsewhere classified (nec)’
commencements, a category that is mostly data centres, from under $1 billion pre-pandemic to over $10 billion
in 2025 (Chart 3). Most data centre construction is concentrated in Sydney and Melbourne, but activity is

also picking up in other cities. Data centres have been a major driver of total non-residential building activity.
Data centre commencements rose 208% in 2025 compared with 2024, while other non-residential building rose
by only 3%.

Building approvals data and company announcements also point to continued growth in data centre
construction. ‘Commercial nec’ approvals rose 146% in the year to March 2026, to almost $14 billion. Recently
announced major data centre projects include large-scale developments at Eastern Creek and Guildford West in
NSW, and Fishermans Bend in Victoria.

The strong pipeline of data centre construction adds to escalation risk. Data centres are capital intensive, services
heavy and exposed to electrical equipment, cooling systems, imported plant, skilled trades and grid connection
constraints. As activity grows, competition for specialist labour and equipment may intensify, pushing up costs
and placing pressure on parts of the construction supply chain.

Rider
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CHART 2: CONSTRUCTION ACTIVITY IS AT A RECORD HIGH
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CHART 3: DATA CENTRE COMMENCEMENTS
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ADELAIDE

CURRENT MARKET INSIGHTS

The South Australian construction market remains strong, supported by a significant pipeline
of major projects, many of which are now in the later stages of planning or the early stages of
construction.

Growth across the defence, health, aged care, residential and infrastructure sectors is
expected to remain strong in 2026. The industry is operating near capacity at the Tier 1 head
contractor and subcontractor level. Greater competition and available capacity remain evident
across the Tier 2 and Tier 3 markets, with competitive results on tenders that contractors and
subcontractors consider attractive or lower risk.

However, increasing demand for materials and labour from Tier 1 projects, particularly from
the latter part of 2026, is expected to place further pressure on resources within the Tier 2 and
Tier 3 markets, with the potential to put upward pressure on construction costs and reduce
contractor availability.

The Middle East conflict has introduced additional uncertainty into fuel, freight, insurance and
imported material pricing, which may contribute to cost escalation and procurement risk if the
disruption persists.

KEY FACTORS IMPACTING ESCALATION

= Ongoing skilled labour shortages in some key trades, particularly at Tier 1 level across
structural, civil and building services trades, are creating opportunities for interstate
contractors to supplement the local market

= |Labour costs continue to rise amid ongoing Enterprise Agreement negotiations

= Limited competition within the Tier 1 subcontractor market is increasing project costs and
contributing to more selective bidding, with contractors focusing on projects perceived as
lower risk. There is greater competition across the Tier 2 and Tier 3 markets

= Project durations remain under pressure, typically resulting in longer tender periods and
extended completion timeframes due to lower productivity and constrained trade availability

= The state government remains committed to major defence, infrastructure, residential and
healthcare projects, with substantial programs either commenced or announced with funding
in place

Uniting on Devonport, Port Adelaide
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CURRENT MARKET INDICATORS

RESIDENTIAL NON-RESIDENTIAL ENGINEERING

FOUR-QUARTER SUM

TO MARCH 2026
ANNUAL % CHANGE, CVM
SOUTH AUSTRALIA

WORK DONE 9.8% 14.7% 17.1%
RESIDENTIAL  NON-RESIDENTIAL TOTAL BUILDING

APPROVALS 8.3% -16.3% V¥ -3.7% V

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
?cDuEé';éRE) 3.5 5.1 5.5 6.0 6.0
?N?Ellséll-logTR) 3.5 5.1 5.5 6.0 6.0
BRISBANE 5.0 5.0 7.0 7.0 7.0
CANBERRA 3.75 4.7 4.8 4.3 4.0
DARWIN 5.0 6.9 5.1 4.6 4.0
GOLD COAST 45 6.0 7.0 7.0 7.0
MELBOURNE 4.0 4.0 4.0 4.0 4.0
PERTH 5.4 5.6 5.6 5.2 4.8
SYDNEY 4.5 4.0 4.5 5.0 45
TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 9
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CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

Construction costs continue to rise for major projects. However, the market is more competitive RESIDENTIAL NON-RESIDENTIAL
for projects valued at approximately $80m or less.

ENGINEERING

Government programs in health, corrections, education and infrastructure, together with
FOUR-QUARTER SUM

emerging Olympics venue projects, are sustaining Tier 1 contractor pipelines, although some TO MARCH 2026
public sector projects have been reprofiled or deferred. Private sector commencements for gﬁggﬁ;ﬁﬁg“”“ CvM
projects exceeding $80 million are subdued because revenues are not keeping pace with rising
construction costs. Projects under $20 million remain competitive as contractors seek to fill
j $ P WORK DONE  13.7% 10.4% -3.2% W
order books.
In recent years, high resource demand from public projects has forced Tier 2 and 3 RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING
subcontractors to match Tier 1 wage rates, making some private developments not feasible.
Low productivity has been a constraint, although there is anecdotal evidence of a moderate APPROVALS 28.4% 25.6% 27.5%

improvement. However, conditions in existing EBAs continue to pose challenges to a full
correction. 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 lack of skilled
labour, particularly in the Tier 1 market, is likely to be exacerbated in the medium to long term
as Olympic projects ramp up.

The Middle East conflict has pushed up costs, but these pressures are affecting projects

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

to varying degrees. There is not yet evidence of significant upward tender price pressure, 2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
particularly in a market seeking to fill short- to medium-term order books. ADELAIDE 35 5.1 55 6.0 6.0
As a result of delays to the Olympics and the Hospital Rescue Plan projects, and the private BRISBANE

sector struggling to demonstrate feasibility due to high construction costs, there is an (CURRENT) Sl i G G s
approximate six-month window of opportunity to tender shovel-ready projects (i.e., finalised BRISBANE 5.0 5.0 7.0 7.0 7.0
design documentation, approvals and committed funding) for an immediate start, with the (MARCH GTR)

market likely to respond more positively and competitively during this period. CANBERRA 3.75 4.7 48 43 4.0
DARWIN 5.0 6.9 5.1 4.6 4.0
GOLD COAST 4.5 6.0 7.0 7.0 7.0
KEY FACTORS IMPACTING ESCALATION
MELBOURNE 4.0 4.0 4.0 4.0 4.0
= Skilled labour shortages in key trades
_ _ _ o PERTH 5.4 5.6 5.6 5.2 4.8
= |nsolvency risk affecting contractors’ risk pricing SYDNEY 05 4.0 05 o 45
= Low productivity affecting project durations and risk pricing S TE S =5 - — 5 P

= |Lack of competition in the Tier 1 subcontractor market affecting 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

Sunshine Coast City Hall, Queensland Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 11
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CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

NON-RESIDENTIAL

Construction activity remains strong, with a solid pipeline of work across various sectors. RESIDENTIAL
Contractors continue to compete for resources, which is sustaining inflationary pressure.

ENGINEERING

Early works for the new Northside Hospital have started, and the Canberra Theatre FOUR-QUARTER SUM

Redevelopment and UNSW City Campus Stage 1 have commenced. The AIS Podium Project ANNGAL & CHANGE, CVM

is expected to start imminently. The National Security Precinct construction is still progressing ACT

with completion due in 2028. Some major infrastructure projects are currently underway

with the Commonwealth Avenue Bridge upgrade, Light Rail Stage 2A, and Scrivener Dam WORK DONE -5.2% V¥ 2.4% 71.7%

Strengthening having all commenced in 2025. Further down the pipeline, the Canberra Aquatic
Centre is programmed to start in early 2028.

High-rise residential activity tapered off at the end of 2025, but housing demand remains APPROVALS 78.9% 91.7% 85.8%
strong.

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

Although the Middle East conflict has pushed up material, plant, and freight costs, the full
effect of these higher costs has yet to flow through into tender pricing. However, the conflict

is putting pressure on supply chains and adding to the risk of increased escalation. RLB ANNUAL TENDER PRICE INDEX UPLIFT %
2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

KEY FACTORS IMPACTING ESCALATION ADELAIDE 35 51 55 6.0 60
= Ongoing skilled labour shortages BRISBANE 5.0 5.0 7.0 7.0 7.0
= The strong pipeline of work over several years ?éUNRBREERNR"% 575 4.7 4.8 4.3 4.0
» Some trade contractors are reaching capacity, necessitating sourcing from interstate ?NII\ERBEE%I'\I'R) S i i N i
at higher cost DARWIN 5.0 6.9 5.1 4.6 4.0
GOLD COAST 45 6.0 7.0 7.0 7.0
MELBOURNE 4.0 4.0 4.0 4.0 4.0
PERTH 5.4 5.6 5.6 5.2 4.8
SYDNEY 45 4.0 45 5.0 45
TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 12
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CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

The Northern Territory construction sector remains active, supported primarily by major RESIDENTIAL NON-RESIDENTIAL
public infrastructure programs and a select number of private developments. Ongoing public
investment continues to provide a reliable and consistent pipeline of work across the region.

ENGINEERING

FOUR-QUARTER SUM

Residential construction activity has also strengthened. There is strong demand for housing, I\‘,’quﬂ‘gm% cwm
with low vacancy rates and sustained rental growth in several key suburbs. The government is NORTHERN TERRITORY
focused on affordable housing and short-term measures aimed at increasing supply.
o o _ _ _ _ WORK DONE 8.2% 9.4% 100.8%
From late 2026 onward, the mobilisation of major Tier 1 projects is expected to intensify
competition for skilled labour, specialist subcontractors and key materials. This escalation is RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING
likely to place additional strain on Tier 2 and Tier 3 market capacity, with a high probability of
upward cost pressure, extended procurement lead times and reduced contractor availability APPROVALS 10.8% -18.4% V¥V -9.8% V¥

across both building and civil disciplines.

The Middle East conflict is generating heightened volatility in fuel, freight, insurance and
imported materials pricing. The Northern Territory is more exposed than other Australian
jurisdictions due to the structural reliance on long-distance supply chains, limited local

manufacturing capacity and dependence on maritime and interstate freight corridors. As

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

a result, any sustained disruption is expected to amplify cost escalation risks, increase 2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
procurement uncertainty and may further increase contractor margins. ADELAIDE 35 5.1 5.5 6.0 6.0
BRISBANE 5.0 5.0 7.0 7.0 7.0
CANBERRA 3.75 4.7 4.8 43 4.0
KEY FACTORS IMPACTING ESCALATION SARWIN ” ” ” ” "
. . . . . - CURRENT : - : : :
= Sustained government investment in the defence and infrastructure sectors is continuing to I()ARWIN 2
drive strong market demand (MARCH QTR) 5.0 52 4.0 4.0 4.0
= Skilled labour shortages in key trades GOLD COAST 45 6.0 7.0 7.0 7.0
. ) . . ) ] MELBOURNE 4.0 4.0 4.0 4.0 4.0
» Project programs remain under pressure, with construction durations frequently extending
. . PERTH 5.4 5.6 5.6 5.2 4.8
beyond original contractor forecasts due to reduced productivity
SYDNEY 4.5 4.0 4.5 5.0 4.5
= Limited competition within the Tier 1 head contractor and subcontractor market is N a0 . . o0 =5

contributing to increased project costs and more selective tendering behaviour, with
contractors prioritising lower-risk opportunities

= |ncreased competition is evident within the Tier 2 and Tier 3 contractor markets, resulting
in more favourable tender outcomes for projects considered attractive and lower risk by
contractors and subcontractors

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 13
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CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

Elevated cost escalation on the Gold Coast has continued into the June quarter, with RESIDENTIAL NON-RESIDENTIAL
conditions broadly consistent with the start of the year, albeit with increased uncertainty
mainly due to the Middle East conflict. Competitive tension remains evident across projects

ENGINEERING

under approximately $80 million, where improved subcontractor availability is supporting B AR TR SuM
more balanced tender outcomes. However, Tier 1 pricing continues to trend upward, driven by ANNUAL % CHANGE, CVM

QUEENSLAND

constrained capacity and forward pipelines linked to major public sector programs.

Private sector activity remains subdued due to ongoing feasibility pressures, elevated WORK DONE 13.7% 10.4% -3.2% V

financing costs and cautious sentiment following the Federal Budget.
RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

The Middle East conflict is affecting projects to varying degrees depending on their reliance on
certain energy inputs, materials and plant requirements, with cost pressures likely to flow into APPROVALS 28.4% 25.6% 27.5%
tender prices for new projects in the June and September quarters.

With early works packages progressing on major government projects, the window for
competitively procuring shovel-ready projects is narrowing ahead of anticipated capacity

tightening into late 2026. RLB ANNUAL TENDER PRICE INDEX UPLIFT %

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
KEY FACTORS IMPACTING ESCALATION ADELAIDE 3.5 5.1 5.5 6.0 6.0
= | ow productivity affecting project durations and risk pricing BRISBANE 5.0 5.0 7.0 7.0 7.0
] ) ) ) CANBERRA 3.75 4.7 4.8 43 4.0
= Skilled labour shortages persist across key trades, particularly as public sector work
DARWIN 5.0 6.9 5.1 4.6 4.0
ramps up
. . . . . . e 4.5 6.0 7.0 7.0 7.0
= Contractor and subcontractor insolvency risk remains a key pricing consideration,
: : : ; GOLD COAST
particularly in longer duration projects (MARCH QTR) 4.5 6.0 7.5 7.0 7.0
= Tier 1 contractor capacity is increasingly constrained due to major project commitments, MELBOURNE 4.0 4.0 4.0 4.0 4.0
limiting competitive tension PERTH 5.4 5.6 5.6 5.2 4.8
= Competition remains stronger in the sub-$80 million market, creating a two-speed SYDNEY 4.5 4.0 4.5 5.0 4.5
pricing environment TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

= Risk allowances remain elevated to address program uncertainty, risk and supply
chain volatility

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 14
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MELBOURNE

CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

Construction activity remains constant, driven by non-residential and engineering projects. RESIDENTIAL NON-RESIDENTIAL
Strong activity in data centres and education is helping keep the market busy. The housing

sector is more subdued but apartment and semi-detached activity is growing, driven in part

by the social and affordable housing sectors. However, some approvals are not proceeding to B AR TR SuM
commencement due to high costs. The number of dwellings approved but not yet commenced ARNOAL & CHANGE, CVM
is trending down from a high in late 2024. Approvals for non-residential projects indicate that

activity will pick up in the coming years, most notably for data centres. WORK DONE 1.9% -1.2% V¥ -10.0% V¥

Higher construction costs flowing from the Middle East conflict have not pushed up tender
prices for new projects, with contractors absorbing higher costs and proposing risk-sharing
contract clauses. Initially the conflict increased uncertainty and made developers more APPROVALS 0.6% 21.0% 8.7%
cautious about proceeding with projects, but these concerns have eased.

ENGINEERING

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

A lack of both skilled and lower-skilled workers has continued to increase labour costs and
extend project timelines, affecting program delivery and project feasibility.

The impact of the Victorian Government’s policies to boost the supply of medium-densit
mp an mover! poticie PRIy of mediy Y RLB ANNUAL TENDER PRICE INDEX UPLIFT %

housing and apartments is beginning to materialise. A short-term pick-up is unlikely, as these

projects will struggle to meet financial hurdles. Uncertainty created by the upcoming state 2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)

election in November 2026 may also weigh on new activity. ADELAIDE 35 5.1 5.5 6.0 6.0
BRISBANE 5.0 5.0 7.0 7.0 7.0
CANBERRA 3.75 4.7 4.8 43 4.0

KEY FACTORS IMPACTING ESCALATION DARWIN 5.0 6.9 5.1 4.6 4.0

= Cost pressures arising from the Middle East conflict are mostly being absorbed by GOLD COAST 4.5 6.0 7.0 7.0 7.0
MELBOURNE

contractors (CURRENT) 4.0 4.0 4.0 4.0 4.0

= Ongoing shortages of skilled and lower-skilled labour :ﬁkggggﬂrg) 4.0 4.0 4.0 4.0 4.0

= Strong public sector activity in social and affordable housing and infrastructure PERTH 5.4 5.6 5.6 5.2 4.8

= Increases in the cost of doing business, including state-based taxes SYDNEY 4.5 4.0 4.5 5.0 4.5
TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

= Limited Tier 1 subcontractor pool

Chadstone Market Pavilion, Melbourne
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PERTH

CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS
The Western Australian construction market continues to operate at or near full capacity, RESIDENTIAL NON-RESIDENTIAL ENGINEERING
driven by persistent skilled labour shortages, sustained wage escalation and a strong pipeline

of work.
FOUR-QUARTER SUM

The Middle East conflict presents a key risk to construction projects, contributing to increased ANNGAL & CHANGE, CVM

cost volatility and supply chain disruption. This environment is resulting in heightened pricing WESTERN AUSTRALIA
volatility, reduced tender certainty, and increased risk of program delays across projects.

_ N a WORK DONE  10.9% 5.9% 5.5%
Looking ahead to the second half of 2026, additional cost pressures are anticipated as forecast
workloads increase across a range of key sectors, including defence, healthcare, renewable RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING
energy, and residential. This projected uplift in activity, within an already constrained market,
particularly among Tier 1 contractors and the broader subcontractor supply chain, is expected APPROVALS 16.9% 20.3% 18.4%
to maintain upward pressure on pricing across Western Australia. Cost escalation is likely to
be more pronounced in regional areas and on complex, high-value metropolitan projects that
require Tier 1 head and subcontractors.
Significant pricing variability remains across trade packages, head contractor preliminaries, 0
) . . . . RLB ANNUAL TENDER PRICE INDEX UPLIFT %
and margin allowances, including on lower-risk projects.
2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
ADELAIDE 3.5 5.1 5.5 6.0 6.0
KEY FACTORS IMPACTING ESCALATION BRISBANE 5.0 5.0 7.0 7.0 7.0
= Market volatility continues, with supply chain disruption, labour constraints and a high CANBERRA 3.75 4.7 4.8 4.3 4.0
workload putting upward pressure on pricing DARWIN 5.0 6.9 5.1 4.6 4.0
= Global economic disruption and higher interest rates are also driving higher pricing GOLD COAST 4.5 6.0 7.0 7.0 7.0
. . MELBOURNE 4.0 4.0 4.0 4.0 4.0
= A lack of competition in the Tier 1 contractor and subcontractor markets and some PERTH
hesitancy to bid on projects are resulting in higher project costs and limited options for (CURRENT) 5.4 5.6 5.6 5.2 4.8
developers and asset owners fﬁﬂgu TR 5.4 55 5.4 50 47
= The above issues are magnified by varying degrees in regional locations SYDNEY 45 4.0 45 5.0 45
TOWNSVILLE 6.0 7.0 7.0 7.0 7.0

Rider Levett Bucknall | Regional Intelligence Update - June Quarter 2026 17
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SYDNEY

CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

Tender conditions in Sydney remain competitive, with available subcontractor capacity across RESIDENTIAL NON-RESIDENTIAL
many trades continuing to moderate pricing outcomes relative to late 2025. While underlying

labour constraints persist, particularly in specialist trades, subdued tendering conditions

are still enabling competitive contractor and subcontractor pricing as parties seek to secure B AR TR SuM

ANNUAL % CHANGE, CVM
forward workload. Now

ENGINEERING

The NSW market remains supported by major public infrastructure and institutional work,

which continues to absorb skilled labour and maintain baseline demand. The impact of the WORK DONE 7.2% 5.1% 2.0%
Middle East conflict on the NSW construction sector has so far been less pronounced than
initially anticipated. Higher fuel, freight and energy-related inputs have created some pressure
on selected materials and logistics-sensitive packages, but these impacts have been partly APPROVALS 15.5% 31.7% 21.9%
offset by competitive market conditions in Sydney (and more recently a fall in oil prices).

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

Over the short term, it remains an attractive time for favourable tender pricing before an
anticipated increase in activity arising from Low and Mid-Rise Housing Policy and Transport
Oriented Development approvals. This pick-up is expected to occur alongside broader

escalation in market activity as Olympics and health-related work in Queensland gathers RLB ANNUAL TENDER PRICE INDEX UPLIFT %

momentum, with the potential to place renewed pressure on labour availability and pricing

2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
across the east coast market.
ADELAIDE 3.5 5.1 5.5 6.0 6.0
BRISBANE 5.0 5.0 7.0 7.0 7.0
KEY FACTORS IMPACTING ESCALATION
CANBERRA 3.75 4.7 4.8 4.3 4.0
= Competitive tender conditions across Sydney are continuing to moderate price growth,
) o DARWIN 5.0 6.9 5.1 4.6 4.0
with subcontractors remaining keen to secure forward workload
GOLD COAST 4.5 6.0 7.0 7.0 7.0
" Per5|_stent shortages in spec!a_llst labour cont_lnue to place upward pressure on wages MELBOURNE 20 4.0 20 20 40
despite the broader competitive market environment
PERTH 5.4 5.6 5.6 5.2 4.8
= Major public infrastructure and institutional projects are sustaining baseline demand and SYDNEY
i i (CURRENT) 4.5 4.0 4.5 5.0 4.5
absorbing skilled resources across NSW
: : : , . A e 45 4.0 45 5.0 45
= The cost impact of the Middle East conflict has been more muted than first anticipated.

Recent oil price falls have helped ease some of the immediate escalation risk for transport, TOWNSVILLE 6.0 7.0 7.0 7.0 7.0
logistics and energy-linked construction inputs

Martin Place, Sydney
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TOWNSVILLE

CURRENT MARKET INSIGHTS CURRENT MARKET INDICATORS

The construction market pipeline for 2026 and 2027 remains saturated, with major projects RESIDENTIAL NON-RESIDENTIAL
commencing or in planning. The Middle East conflict has not materially changed the pipeline,

although it may have delayed some tenders by a couple of months. Current tenders generally

include allowances for trades directly affected by the conflict, where the impacts can be B AR TR SuM
assessed with some confidence. However, the greater variability lies in how contractors price DAL s CHANGE, CVM
unknown and perceived future risks under fixed-price contracts, which can differ materially

between bidders. WORK DONE 13.7% 10.4% -3.2% V

Major projects underway and in the pipeline are concentrated in government-funded defence,
health, corrections and infrastructure work. As a result, private sector projects continue to

face feasibility pressure due to competition with the public sector, ongoing productivity APPROVALS 28.4% 25.6% 27.5%
challenges and risk pricing for market conditions that these projects cannot absorb.

ENGINEERING

RESIDENTIAL NON-RESIDENTIAL TOTAL BUILDING

Current high demand and future activity in Queensland associated with the Brisbane Olympics
are expected to sustain higher escalation for the foreseeable future.

RLB ANNUAL TENDER PRICE INDEX UPLIFT %

KEY FACTORS IMPACTING ESCALATION 2025 2026 (F) 2027 (F) 2028 (F) 2029 (F)
= Direct input cost pressures and perceived elevated risk from the Middle East conflict ADELAIDE 3.5 5.1 5.5 6.0 6.0
= Ongoing skilled labour shortages BRISBANE 5.0 5.0 7.0 7.0 7.0
) ] ) o CANBERRA 3.75 4.7 4.8 43 4.0
= A saturated Tier 1 contractor market due to the high level of construction activity
DARWIN 5.0 6.9 5.1 4.6 4.0
= Financing constraints and feasibility challenges continue to suppress private sector GOLD COAST a5 6.0 70 70 70
project starts
MELBOURNE 4.0 4.0 4.0 4.0 4.0
PERTH 5.4 5.6 5.6 5.2 4.8
SYDNEY 45 4.0 45 5.0 45
TOWNSVILLE
(CURRENT) 6.0 7.0 7.0 7.0 7.0
TOWNSVILLE
(MARCH QTR) 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,
Coffs 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 39690 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

Rider
RLB |REYzs
Bucknall

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: +617 47715718

E: townsville@au.rlb.com
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