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NONRESIDENTIAL CONSTRUCTION
SIGNALS A NEW BUILDING BOOM
IN UTAH
By Francis Xavier Lilly and Diane S. Gillam

Permit-authorized construction at the end of the second
quarter exceeded $3.6 billion, a solid 22.1 percent
increase from the record of just under $3.0 billion, set in
the first half of last year. Residential construction showed
some mixed signs in the first six months of 2006,
although nonresidential building is experiencing a ren-
aissance reminiscent of the late 1990s. 

Residential construction activity showed continued signs
of growth and stability through the first half of 2006.
Approvals for all new residences in the state reached
13,516, down 1.1 percent from a year ago. This decline
is attributed to a faltering market for apartments, condo-
miniums, and townhomes. Multifamily residential con-
struction declined 12.2 percent from this point last year.

However, single-family homebuilding broke last yearÕs
six-month record: 10,412 units approved through June.
Interest rates remain relatively low, and demand for
housing spurred by in-migration and a growing job mar-
ket is fueling the need for new housing in the state.
Higher construction costs contributed to a record-break-
ing residential valuation of $2.5 billion, an increase of
15.4 percent over last year.

Construction of retail, industrial, and office buildings is
driving the successful construction outlook for 2006. At
the end of the second quarter, permits authorized for
new nonresidential buildings represented a staggering
$697.2 million investment, a level not seen since 2000 in
the run-up to the 2002 Winter Olympic Games. The
growth in nonresidential construction this year, a 41.0
percent increase over the mid-2005 figure, is due to a
healthy regional economy; it does not appear to be driv-
en solely by a handful of high-profile projects. 

Investment in additions, alterations, and repairs also
broke a record. By June, the total value of residential and
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Table 1
Permit-Authorized Construction in Utah

1997-2006
January through June
(values in thousands)



nonresidential improvement projects reached $440.1
million, up 37.6 percent from June 2005.
Nonresidential additions, alterations, and repairs totaled
$329.4 million, an increase of 39.2 percent over second
quarter 2005. Residential additions, alterations, and
repairs amounted to $111.1 million, up 33.4 percent
over the first half of 2005. A summary of permit-author-
ized construction is shown in Table 1.

Residential Construction

Residential construction in Utah was stable through the
first six months of 2006, continuing a general growth
trend since 2002. Counties and municipalities approved
13,516 new dwelling units, down a slight 1.1 percent
from the first half of 2005. This decline is attributed to
a large drop in the number of new multifamily units
approved through June: 2,799 this year compared to
3,187 last year, a decrease of 12.2 percent. Single-fami-
ly homebuilding continues to be very strong in Utah,
with a record-breaking 10,412 units approved thus far,
up 2.4 percent from the previous record of 10,165 sin-
gle family homes approved through June 2005. The
value of all new dwelling units approved in 2006
approached $2.5 billion, 15.4 percent higher than last
yearÕs record-breaking midyear residential valuation of
$2.2 billion. For the second quarter, permits were issued
for 6,022 new dwelling units, 4,856 units for single-
family homes and 1,063 for duplex, townhome, and
apartment units. Residential construction accelerated
through the second quarter, up 24.4 percent from the
first three months of 2006.

Nearly three-quarters of all new single-family housing
approved occurred in Davis, Salt Lake, Utah, and
Washington counties. So far this year, Utah County
alone issued more permits for single-family homes this
year than last: 2,753 units, a 32.9 percent increase.
Much of the new single-family housing in Utah County
is occurring in Lehi with 880 permits Ð the most of any
permitting authority in the state. Major new single-fam-
ily projects have been approved in Eagle Mountain (388
units), Spanish Fork (301), and Saratoga Springs (285).
Salt Lake County issued 2,510 new single-family per-
mits, exactly the same number as last year. South Jordan
produced 530 permits for single-family homes, the most
of any community in the county. Draper (344), West
Jordan (312), Herriman (301), and Riverton (282) also

led the county for new single-family homes. Single-fam-
ily building permits issued in Davis County declined 5.2
percent to 1,337 units through June. Washington
County experienced the most precipitous decline in new
single-family home permits of any of the major popula-
tion centers in the state: Washington County recorded
1,018 new single-family units, down 36.3 percent from
this time last year.

Construction of new multifamily housing is slowing in
the state. Through June, counties and municipalities
approved 2,799 units of multifamily housing, down 12.2
percent from the first half of 2005. Condominiums
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accounted for 1,425 units, just over half of all units
approved so far this year. Condominium construction
declined 8.3 percent from last year. Yet there remains a
growing market for owner-occupied multifamily hous-
ing: in June, Sandy City approved a 226-unit, $24.9 mil-
lion townhome project called the Heights at Quarry
Bend; while Summit County approved 85 luxury town-
homes valued at $23.4 million. Additionally, municipal-
ities along the Wasatch front approved six projects, total-
ing 334 units, each valued between $4.0 and $6.0 mil-
lion.

The market for mobile and manufactured homes and
cabins continues to be sluggish. For the first six months
of 2006, permits were authorized for 305 units, down
2.2 percent from the 2005 value. Permits for
mobile/manufactured homes and cabins are down for
the fifth consecutive year. Residential construction by
county, type of unit, and valuation is shown in Table 3.

Residential construction continues to thrive, suggesting
a healthy real estate market for the State of Utah.
Increasing mortgage rates (Figure 2) and escalating costs
for labor and construction materials may be slowing
down the rate of growth in residential construction, a
trend particularly evident in Washington County.
Nonetheless, despite a slight slow-down in the rate of
homebuilding, the value of new housing coming online
is steadily increasing. The remainder of the year may not
result in record residential construction activity, but res-
idential valuation may vault past the previous record set
in 2005.

Nonresidential Construction

The real story of UtahÕs construction economy through
the first half of 2006 is the growth in retail, industrial,
and office construction. Nonresidential valuation
through June was $697.2 million, an increase of 41.0
percent over the cumulative total in June of 2005.
Nonresidential construction has not been this high since
2000. Construction activity intensified in the second
quarter: $413.7 million in new nonresidential construc-
tion was approved from April through June, up from
$283.5 million approved in the first quarter of this year.

As with past years, Salt Lake County accounted for most
of the nonresidential construction in the state: $286.2
million or 41.5 percent of nonresidential construction

statewide in the first six months of 2006. Combined, the
four-county area along the Wasatch Front accounted for
nearly 65 percent of the nonresidential construction in
the state. Substantial nonresidential development con-
tinues to occur in Washington County, $80.8 million in
the first half of 2006, or 11.6 percent of the state total. 

The largest single nonresidential project approved in the
second quarter was a $29.2 million class-A office build-
ing, part of the Millrock Park development in Holladay.
Other major projects include a $12.5 million private
school in Uintah County, a $9.5 million office building
and an $8.8 million Wal-Mart Supercenter in Sandy, an
$8.7 million hotel project in Summit County, and an
$8.2 million Target store in West Jordan. A listing of
major nonresidential projects approved for the second
quarter is included in Table 4. 

In the first six months of 2006, construction in virtually
every major nonresidential sector exceeded prior year
levels. Construction of churches, industrial space, office
and retail, and hotels exceeded activity through the first
half of last year. Only hospitals and public sector projects
for which a permit was required showed declines from
2005. Similarly, all categories except hospitals and pub-
lic facilities exceeded the five-year average. Permits for
new office and retail space showed the most substantial
gains from last year. Approvals for new office space in the
first half of 2006 reached $154.8 million, effectively
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Figure 1
Dwelling Units Authorized by Quarter

State of Utah
1970 - 2006












































