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OUTLOOK 2010

m Prospects are for a further weakening in 2010 with the total value of construction
work forecast to decline by 2.4%.

m  Within the infrastructure market further declines are expected in “other” civil projects
(-8.5%) and pipelines (-2.1%), and whilst a high level of work is expected to continue in
the utilities segment, rates of growth are predicted to be low, with prospective increases
of 1.7% and 0.5% in power generation and water supply projects respectively. It also
expected that transport infrastructure expenditure will remain at a high level, although
growth is forecast to further moderate in both roads (4.8%) and rail (9.0%) projects.

® The value of mining construction work is forecast to decline at a higher rate of 10.3%
in 2010 as capital expenditure in the sector remains under pressure due to project
financing constraints and lower commodity prices.

® Heavy industrial construction prospects are mixed with continued growth in oil and
gas processing projects (5.8%) contrasting with steady conditions in chemical and
petro-chemical plants (0.1%), and a decline in other industrial plants (-18.2%).

m Non-residential building (commercial construction), is expected to contract at a
steeper rate of 6.4%, driven by a forecast decline of 15.4% in private building
activity. Continued support is expected from public sector new build with an expected
lift in activity of 11.0%.
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OVERSEAS BUSINESS

m The overseas business of construction firms accounted for 6.9% of all construction
revenue in 2008. While this share remained well below the peak years of 2003 and
2004, it constituted the fifth largest market segment in 2008 and was almost on par
with the level of the previous year (7.2%).

m Revenue from overseas business in 2008 registered solid growth of 10.3%. This
represented the 11th consecutive year of growth (with the average rate of increase
over the past five years averaging 9.7%), and is in line with the trend of construction
activity in becoming increasingly globalised.

m Total revenue from export business is expected to increase at a moderate rate of
1.4% in 2009, followed by a further rise of 1.5% in 2010. Nevertheless, this slower
growth is off a high base and equates to approximately $4.0 billion of overseas
revenue to be generated by respondents over the next two years.
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LEVELS OF ACTIVITY

m Consistent with a slower economy and weaker demand for new projects, levels of
construction activity moderated over the second half of 2008. In total, 67.7% of
respondents reported operating at busy or very busy levels of activity during this
period. This was 9.2 percentage points below the level recorded in the previous six
months, and was in line with the expectations of respondents when last surveyed in
mid 2008.

m  Activity is expected to weaken further during 2009 and 2010. In total, 50.0% of firms
anticipate very busy/busy activity levels during the six months to June 2009, with this
proportion pulling back further during the six months to December 2009 (47.1%) and
through 2010 (44.1%).

m Weaker project demand also saw the average level of industrial/construction capacity
in use at 79.6% in March/April 2009.

m This level of capacity utilisation was 7.6 percentage points lower than the reading of
September/October 2008 and the lowest level recorded since March 2002.
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EMPLOYMENT
m Total employment continued to expand in the year to February 2009, although Annual Percentage Change
the rate of growth (2.3%) was well below the increase of 8.0% recorded during 15
the previous 12 months. Across the industry, the number of off-site and sub 0
contract tradesmen increased by 3.6% and 3.2% respectively, while the number
of on-site employees (comprising two-thirds of all persons employed) increased 5
at a lesser rate of 1.8%.
m It is expected, however, that employment will decline through 2009 and 0
during the first half of 2010. Over the period February to December 2009 total s

employment is forecast to fall by 1.9%, with reductions mainly prevalent among
on-site (-2.3%) and off site employees (-3.7%). -10
m Thereafter to June 2010, total employment is expected to register a further
decline of 4.4%. Over this period reductions in employment are expected to
occur more heavily among on-site (-4.9%) and sub-contract tradesmen (-4.1%)

as work levels weaken and various large scale projects move through to 5388588885333 88588
; ; ; ; 33333333888 CEEEEESD
completion. A fall of 1.2% is expected in off-site employment. I e e e e <<
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SUPPLY CONSTRAINTS

m Pressures in the sourcing of labour and capital requirements have eased in line
with the moderation in activity levels. In total, 58.8% of firms reported either
major or moderate difficulty in the recruitment of qualified labour during the
six months to March 2009 (down from 83.8% in the previous six months period).
This was followed by the sourcing of sub-contractors, with 32.4% (down from
65.7%) citing either major or moderate difficulty.

m For capital supplies, 29.4% (down from 42.8%) reported major or moderate
difficulty in the sourcing of building materials, while 20.5% (down from 34.3%)
reported major or moderate difficulty in the hiring and purchasing of equipment.

m Supply constraints are expected to ease further in the short term. Over the Major Moderate  Minor 0 Major Moderate  Minor
six months to September 2009, a lower proportion of firms expect major or Degree of Difficulty Degree of Difficulty
moderate difficulty in the recruitment of qualified labour (29.4%), the sourcing W Recruitment of Qualified Labour W Recruitment of Qualified Labour

. . . Sourcing of Sub-contractors Sourcing of Sub-contractors
of sub-contractors (14.7%), and the hiring and purchasing of equipment sourcing of Building Materials Sourcing of Building Materials

(14.7%). No change is expected in the proportion of firms anticipating major or W Hiring and/or purchasing plant & equipment [l Hiring and/or purchasing plant & equipment

moderate difficulty (29.4%) in the sourcing of building materials.
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INPUT COSTS

® Weaker demand and falls in commodity prices have been reflected in an easing
in cost pressures for construction firms. During the six months to March 2009,
71.5% of firms cited major or moderate increases in construction material costs,
(down from 94.5% during the previous six months period ).

m Pressures on labour costs have also moderated. In total, less than 40% of firms
reported major or moderate increases in direct labour costs (38.3%) and sub-
contractor rates (35.3%).

m  Cost pressures are expected to moderate further during the six months to
September 2009. The proportion of firms anticipating major or moderate
increases stood at 41.1% for construction materials, and 26.5% for both direct
labour and sub-contractor rates.
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