
This short note explains how we forecast aggregates demand and why we do it this way. 

How we forecast aggregates demand. 

We include a variety of factors that influence aggregates demand, not all of which are numeric.  The 

graphic below is a visual representation of the process we use.  All of the inputs get squeezed into 

construction factors for the three major components of aggregates demand: residential, nonresidential, 

nonbuilding.  We then translate these factors into aggregates volume at the county level. 

Why we forecast this way. 

We use this complex system because it produces superior results.  Our users operate at the local level 

and therefore we need to analyze at the local level.  Since nonbuilding accounts for 30%-70% of total 

aggregates demand for counties, using proxy variables does not provide enough granularity to capture 

local differences in aggregates demand.  Several examples follow. 



Using population:  A rule of thumb in the industry is to look at consumption per capita.  The U.S. 

average is about 8 Metric Tons per person.  So if there are 1 million people in the area, aggregates 

demand should be about 8 million Metric Tons per year.  But not all areas are average; look at the chart 

comparing the U.S. per capita consumption vs. Calcasieu County, LA.  A county may vary widely from the 

U.S. average (i.e. in 2006: U.S. 10, Calcasieu: 17, 70% higher).  Additionally, a county per capita ratio may 

change quite a bit over time.  Side Note: Calcasieu County is now a focus to new Liquefied Natural Gas 

(LNG) terminals for export natural gas to other countries (hence the big run up in 2015-18). 

Using housing:  If we had no other data, we’d use housing starts as a proxy for aggregates demand.  

However, this is very incomplete since nonresidential and nonbuilding are such big users of aggregates.  

You can get reasonable r-squared values in a regression equation as long as housing starts, 

nonresidential and nonbuilding all change in a similar fashion (hence lots of multi-collinearity and model 

misspecification-but little harm since they all move together). 

But what if these segments do not move together?  And while housing is very important for construction 

it doesn’t explain enough of why aggregates demand changes or is different among areas. Thus trying to 

use housing as the only independent driver distorts aggregates demand.  The chart for New Haven, CT 

shows aggregates demand by segment.  Between 2006 and 2010 housing demand dropped by 60%.  But 



total aggregates demand only dropped by 21% because both nonresidential and nonbuilding demand 

remained about flat. 

New Haven, CT, Change in aggregates demand 2006 to 2010. 

Total: -21% 

Housing: -60% 

To summarize: We use a comprehensive approach to aggregates demand forecasting because it 

is superior in capturing changes in demand at the local level. 
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