





OUTLOOK 2009

Construction work is expected to moderate in 2009 with growth of 9.4%
forecast, although activity will remain at historically high levels.

The infrastructure market is forecast to register solid, albeit slower, growth of 12.2%,
due in part to the timing of completion of several large-scale projects. Nevertheless,
the road, rail and other civil projects sectors are expected to remain key drivers

of growth during the year. A high volume of new work will also continue to be
undertaken in the utilities segment, with revenue from sewerage and water supply
and electricity generation projects forecast to rise by 14.0% and 13.7% respectively.

This is consistent with the $70 billion of projects currently earmarked for both sectors.

Revenue generated from mining construction work is forecast to ease only
slightly to 13.1% in 2009, in line with continued strong Asian growth which is
expected to further support investment in mining and energy.

Heavy industrial construction prospects are mixed with continued firm growth
in oil and gas processing projects (12.8%), contrasting with a milder growth
outlook for work undertaken on chemical and petro-chemical plants (6.6%) and
other industrial plants (3.7%).

Non-residential building (commercial construction), is expected to increase at an
annual rate of 5.2% in 2009.
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OVERSEAS BUSINESS 30
® The overseas business of construction firms accounted for 5.8% of all
construction revenue in 2007, down from 7.8% in the previous year. While this 2
was well below the peak years of 2003 and 2004, it constituted the seventh 20
largest market segment in 2007.
m Revenue from overseas business registered growth of 7.3% in 2007, 15
representing the tenth consecutive year of growth, with the annual rate of
increase since 2002 averaging approximately 13% per annum. 10
m Total revenue from export business is expected to register stronger growth s
of 11% in 2008, before easing to a rate of 4.6% in 2009. This equates to
approximately $2.0 billion of overseas revenue to be generated by respondents 0
over the next two years.
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LEVELS OF ACTIVITY 100
m Consistent with the continued strong growth in work done, levels of activity
% Very Busy/Busy === % Slow/Very Slow
were reported to have increased during the past six months. In total, 86.6% of
respondents reported operating at busy or very busy levels of activity during the 8
six months to December 2007. This was 7.2 percentage points above the level
recorded in the previous six months, and represented the strongest reading over 60
the past sixteen years.
m Activity is expected to ease back from current levels during the first half of this 0
year. In total, 76.7% of firms anticipate very busy/busy activity levels during the
six months to June 2008, with this proportion remaining steady over the second
half of 2008. Thereafter, through 2009, 73.4% of firms anticipate very busy/busy 2
operating conditions.
m Highlighting the pressures on spare capacity, the average level of industrial/ 0
construction capacity in use was 92.6% in February/March 2008, to be 2.7 % Eé § § 'oz 3': 3:: § § % 5 ?} % % g E,C' g “o; 3 § § '?: ggg
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EMPLOYMENT
m Solid activity has resulted in further jobs creation with total employment rising e
by 8.2% in the year to February 2008. This follows identical growth during the 5
previous 12 months period and maintains the upward trend of the past six years. 0
m Reflecting the size and scale of new projects, and their high labour intensity, 5
employment increases in the year to February 2008 were more prevalent among
employees principally engaged on-site (9.7%) and sub-contract tradesmen 0
(6.9%). Off-site employment increased by 4.1%. -15
m The strength of activity is expected to generate further jobs growth, with the 20
strongest rate of increase expected in the hiring of sub-contract supply and 5
install tradespersons (10.0%). Growth of 4.3% and 3.7% is forecast for on-site
and off-site employment respectively. -30 S NN SN eSRR2SSN3ISS52Ta
m Over the first half of 2009, total employment is forecast to rise by a further 3333333322338 $sss:8858¢88
4.7%.0ver this period employment increases are expected to be highest among 3 2
on-site employees (5_4%)_ .On-site Employment Off-site Employment .Total Employment g g
SUPPLY CONSTRAINTS 60 60

m  Firms reported worsening skill shortage bottlenecks, and increased pressures in
the procurement of materials and capital equipment. In total, 82.8% of firms
(up from 78.1% six months ago) reported either major or moderate difficulty in
the recruitment of qualified labour. This was followed by the sourcing of sub-
contractors, with 69.0% citing either major or moderate difficulty (up from 65.6%).

m For capital supplies, 41.3% reported major or moderate difficulty in the hiring
and purchasing of equipment (up from 34.4% six months ago), while 48.3%
reported major or moderate difficulty in the sourcing of building materials (up
from 46.9%).

m Supply constraints are expected to remain intense in the short term. Over 0 Major  Moderate  Minor ° Major  Moderate  Minor
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Six months to March 2008 (%)
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the six months to December 2008, a higher proportion of firms expect major egree of Dificulty egree of Dificulty
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or moderate difficulty in the sourcing of building materials (51.7%) and ecrutiment of Quaritied mabour )
Sourcing of Sub-contractors Sourcing of Sub-contractors
the procuring of plant and equipment (44.8%). For labour supplies, only a Sourcing of Building Materials Sourcing of Building Materials
slight reduction is indicated in the degree of difficulty in recruiting qualified W iring and/or purchasing plant & equipment Ml Hiring and/or purchasing plant & equipment

tradesmen (79.3%) and the sourcing of sub-contract labour (65.4%).

INPUT COSTS 80

m Capital supply constraints and labour shortages have led to further upward
pressure on costs. During the six months to March 2008, 79.3% of firms cited
major or moderate increases in both direct labour costs, while 75.8% reported
major or moderate increases in sub-contractor rates. Six months ago, the
corresponding proportions were 71.0% and 74.2%.

m Pressures on construction material costs have also increased. Respondent firms
mainly linked these pressures to higher prices for steel, iron, rubber and fuel. In
total, 89.7% of firms reported major or moderate increases in materials used in
construction over the six months to March 2008, up from 74.2% in the previous
six months.

m  Over the six months to September 2008, strong cost pressures are expected to persist.
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A higher proportion of firms anticipate major or moderate increases in construction
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materials (93.0%) and sub-contractor rates (79.3%). The proportion expecting major ) )
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or moderate increase in direct labour costs eases only slightly to 75.8%.
M Sub-contractor rates M sub-contractor rates




