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EUROCONSTRUCT was set up in 1974 by special-
ised research organisations from Belgium, France,
Cermany, Italy, the Netherlands and United
Kingdom as a study group for construction analysis
and forecasting. It has since expanded from the core
group to include almost all Western European coun-
tries, as well as 4 Central Eastern European coun-
tries. At present, EUROCONSTRUCT has member
institutes in 19 European countries.

EUROCONSTRUCT s objective is to provide decision
makers in the construction sector and other to the
construction industry related markets with infor-
mation, analyses and forecasts to enable them to
plan their business better and more effectively.
Furthermore, the activities of the EUROCONSTRUCT
network addresses to official institutions like min-
istries or agencies and to national and international
associations.

Construction markets are regional or even local. Itis,
therefore, a great advantage that the analyses and
forecasts for these markets are prepared within the
EUROCONSTRUCT network by competent national
institutes for their respective home markets.

EUROCONSTRUCT s research and advice

focuses on:

e Short and medium-term macro-economic fore-
casts and construction trends in Europe;

e Analyses of structural changes, business strate-
gies and competition in the construction indus-
try;

e Market studies for industrial goods and services
used by the building and infrastructure sectors.

e EUROCONSTRUCT's research and forecasts are
designed to meet the needs of many types of busi-
ness including:

» Construction contractors and developers; housing
associations;

* Manufacturers and traders supplying construction
materials, products, equipment and machines;
architects and other construction professionals;

e Insurances, banks, financial and credit institu-
tions; fund managers and other investors; gov-
ernment departments and national agencies;
industry associations;

» The Commission of the European Community and
other European organisations.

Each country member of EUROCONSTRUCT has the
project management resources to offer their cus-
tomers turnkey studies of pan-European scope.

They can guarantee:

» Specific know-how and experience in database
research and consulting;

+ A consistent multinational approach;

» Expertise in project co-ordination and quality con-
trol;

* Reports in the languages of the customer's choice.

e Twice a year, EUROCONSTRUCT organises an
international conference on:

 Forecasts for the main market segments (housing,
non-residential construction, infrastructure and
civil engineering, all sub-sectors with a break-
down in new work and renovation/ modernisa-
tion activities) in the EUROCONSTRUCT member
countries;

* A special issue selected for its impact on the
construction industry (e.g. demographics, pri-
vatisation, lifestyles, technological change,
internationalisation of strategies, changes in the
demand and supply structure).

Recent and forthcoming conference venues:
¢ Summer 2013 Copenhagen (Denmark)

* Winter 2013 Prague (Czech Republic)

* Summer 2014 Oslo (Norway)

* Winter 2014 Rome (Italy)

* Summer 2015 Warsaw (Poland)

In addition, EUROCONSTRUCT offers special studies
for selected national and international clients based
on well-founded knowledge of databases, methods,
correlations and measures.

For details, please contact the EUROCONSTRUCT
partner institute in your country.
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1. The Euroconstruct housing market
- where have we come from?

At the 2013 Euroconstruct Winter conference
(Prague), it was reported that the European hous-
ing market was stabilising following a period of
intense turbulence which had begun in 2007. The
estimated outturn for the sector expected a further
contraction again in 2013, albeit at a slower rate
than in 2012, before experiencing a recovery from
2014 onwards. This recovery was forecast to be
marginal in nature, with the greatest gains up to
2016 accruing to Eastern European countries. That
said the forecast recovery from 2014 onwards was
very mixed with those markets most affected by
the economic crisis, notably Spain, Italy, Portugal
and the Netherlands, expected to see a further
contraction in new residential construction in
2014. The renovation market was less volatile but
growth rates across the Euroconstruct area as a
whole were also projected to be more modest in
the medium-term.

Comparing the forecasts over the past four confer-

ences it is evident that:

» 2013 was first projected to be the year in which

new residential construction was to bottom out

according to the December 2012 conference, but
the scale of the contraction in 2013 became more
pronounced by the subsequent conference in June

2013, following which the medium-term fore-

casts for the period 2014-2016 have been reasona-

bly close since the June 2013 conference.

Residential renovation in 2013 was also first

expected to bottom out at the time of the

December 2012 conference and while it appears

to have done so, albeit at a lower level, according

to later conferences, the prospects for the period

2014-2016 were weaker at the time of the June and

November 2013 conferences than they currently

are in June 2014.

» Theabove trends are replicated for total residential
construction with the medium-term prospects for
2014-2016 marginally better now that they were at
the time of the last two conferences in June and
November 2013.

These comparisons would lead one to conclude that
the recovery commenced in earnest this year, and
provided the Euroconstruct economy performs in
line with expectations and gradually improves,
the revival in total residential construction should
gather momentum over the medium-term. In a
report on the European Housing Market earlier this
year?, Standard and Poor’s Rating Services summa-
rised the outlook as one in which “Europe’s hous-
ing markets may be on a slow path to recovery”.

1 Europe’s Housing Markets May Be On A Slow Path To Recovery,
Credit Market Services, Standard and Poor's Rating Services,
January 22, 2014.

Residential construction, Euroconstruct Countries (EC-19)
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However, the Euroconstruct market is very diverse
and signs of a recovery are still not evident in some
housing markets due to issues to do with oversup-
ply, tight credit conditions and falling residential
property prices.

()
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2, Structure of the Euroconstruct
residential construction market

The Euroconstruct housing market is a significant
market, representing a total population of almost
466 million persons and over 202 million house-
holds. This compares with an estimated 316 million
persons and 115 million households in the USA. The
total housing stock across the Euroconstruct area is
estimated at 233 million. Based on the 14 countries?
which reported data on second homes for 2013, sec-
ond homes represent around 11% of the housing
stock. The Home Ownership rate in Western Europe
ranges from 45.1% in Germany to 82% in Spain, while
the highest rate of 92% is recorded in Hungary.

Notwithstanding the intensity of the crisis which
unfolded seven years ago, the total residential mar-
ket across the Euroconstruct area was valued at €590
billion in 2013 compared with €720 billion in 2007.
The renovation market is the dominant segment,
accounting for 61.2% of the total, with the balance
represented by new residential construction. These
proportions contrast with the situation which pre-
vailed at the peak (2007) when new construction
represented over half (51.2%) of total residential
construction output as against renovation, which
accounted for 48.8%. It will be seen later that this
shift has been very significant in some countries.

Looking at the composition of output across broad
country groups, five groups are selected, comprising
thethree Big Western European countries (Germany,
France and UK), the two large Southern European
countries (Italy and Spain), the four Nordic coun-
tries (Norway, Sweden, Denmark and Finland), the
six remaining small Western European countries
and the four country members of Euroconstruct in
Central and Eastern Europe. Their respective shares
of the total Euroconstruct market in 2013 are shown
in the pie chart below.

Residential Construction by Country Groupings, 2013
Share in percentage

6 Other WE

% Germany
3

26%

Nordic-4
9%

ﬁi France

16%

WE: Western Europe, EE: Eastern Europe

Source: EUROCONSTRUCT (77th conference)

2 Excluding Ireland, Netherlands, the UK, Czech Republic and
Hungary.

Looking at the individual market segments, start-
ing with new residential construction, it is the
case that around one-half of the output is gener-
ated in the three Big Western European countries,
with over one-fifth coming from the small western
European countries. The size of the new residen-
tial construction market in the Nordic countries is
approximately twice that of the Eastern European
countries. Spain and Italy, the southern European
markets, represent 13.4% of the total between them.

Looking at the renovation market, the Big Western
European countries account for 55.6% of the total
output. The Nordic countries have close to the
same share of the renovation market as they do in
the new residential market but in absolute terms,
the value of the market is almost 50% higher. Spain
and Italy represent 22.1% of the total renovation
market. The value of new residential construction
output is higher than the value of renovation out-
putin the small Western European and the Eastern
European groups of countries. For all other groups
the size of the renovation market is greater in abso-
lute terms.

Composition of the Euroconstruct Residential Market across Country
Groupings

Market New Construction :::?:;tifl: New/Renovation
Western Big €n15bn (50%) €201bn (56%) 0.6X
Western Small €50bn (22%) €42bn (12%) 12X
Southern Europe €31bn (13%) €8obn (22%) 0.4X
Nordic €22bn (10%) €33bn (9%) 07X
Eastern Europe €nbn (5%) €6bn (2%) 2.0X

Total €229bn (39%) €361bn (61%) 0.6X

Total market size €590bn (100%)

Source: EUROCONSTRUCT (77th conference)

A more detailed analysis of residential construction
output as a proportion of total construction activ-
ity shows that the proportions vary widely across
countries. It is evident that house building and
residential renovation are crucial to the economies
of Germany, Italy, Austria, Denmark, Switzerland
and France where together they account for more
than 45% of total construction. In contrast, the
four Eastern European countries have a far lower
reliance on residential construction. At an average
ratio of almost 24%, these countries lie below the
Euroconstruct average of 45.5% and this is an indi-
cator of how other segments of construction such as
civil engineering and particularly non-residential
building are of greater significance in these coun-
tries. Thus their residential property markets will
have different dynamics to their counterparts in
Western European.

O,
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3. Modest recovery in total residential
construction in 2014

Residential construction in the 19 Euroconstruct
countries remain on course to experience a moderate
growth of 1.4% in 2014, albeit from a low base given
the severe contractions that have occurred over the
past six years. This overall average growth will be
supported by recoveries in specific geographies with
Hungary, Poland and the Slovak Republic driving
growth in Eastern Europe, and Ireland, the United
Kingdom and Sweden stimulating Western Europe.

Residential construction forecast, comparison
year to year change in %, real terms

2014F 2015F 2016F
Novi3 | Junig Novi3 | Junig Novi3 | Junig
Western Europe +1.4% +1.4% +2.2% +2.1% +2.3% +2.3%
Eastern Europe +1.7% +1.7% +3.3% +3.2% +3.4% +3.6%
f: éﬂ;&;nstruct e +1.4% +1.4% +2.2% +2.1% +2.3% +2.4%

Source: EUROCONSTRUCT (77th conference)

Looking at the breakdown of the residential con-
struction sector across the individual countries,
it is apparent that new residential construction
dominates across a range of countries, such as
Switzerland, Poland, Czech Republic, Austria,
Slovak Republic and Norway, representing more
than half of total residential construction. At the
other end of the spectrum, the renovation market
represents more than 50% of the total residential
construction market in 13 countries and is above 70%
of the total in Denmark (85%), Italy (76%), Ireland
(73%) and Germany (72%).

The marked contrasting situation in 2013
compared with 2007

The scale of the crisis in new residential construc-
tion is apparent from the contrast with the situa-
tion in 2007 where a number of countries have since
seen their shares decline significantly in the past
six years as follows:

 In Ireland the share of new construction was 78%
in 2007 compared with 27% in 2013

In Portugal the corresponding share declined from
68% in 2007 to 37% in 2013.

In Spain, the corresponding share fell from 70% in
2007 t0 41% in 2013.

Hungary and Denmark also saw their new resi-
dential construction shares decline to 36% (from
63%) and 15% (from 40%) respectively of their total
residential construction markets in 2013.

Source: EUROCONSTRUCT, November 2013 & June 2014

However, residential construction in a number
of countries will continue to fall as Spain (-5.9%),
Norway (-4.4%) and the Czech Republic (-5.7%)
are expected to record declines in the volume of
production of over 4% in 2014. Finland (-3%), the
Netherlands (-2.7%) and France (-1.5%) also record
declines in production in 2014, albeit these are
less pronounced than in the previous group of
countries. Thus, a significant and widespread
recovery across all countries is not anticipated
this year, although output in the overall area is
forecast to increase by 1.4% this year. The growth
in residential construction output is expected to
accelerate through 2015 and 2016 as GDP expands
by almost 2% per annum across the Euroconstruct
countries.

Growth Driven By New Residential
Construction 2014 - 2016

Differentiating between renovation and new con-
struction activities in the residential construction
sector highlights the importance of new house
building in the recovery. New residential construc-
tion endured larger contractions in production
compared to renovation activities between 2008
and 2013. It will therefore be rebounding from a
lower base over the coming years, with growth of
3.9% and 4.3% forecasted for 2015 and 2016 respec-
tively. The construction market for flats, in terms
of units completed, recovers more strongly in the
period 2014-2016 (+16.4%) compared with 1+2 family
dwellings over the same period (+7.1%). The pattern
of output from renovation construction has been
less volatile and is expected to remain so, with the

)
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renovation market expected to recover by just 2.2%
in the 2014-2016 period as against 8.3% for new res-
idential construction.

Residential New and Renovation
year to year change in %

5 5

: 0 - L L,
E I rr 5

15 15
2008 2009 2010 201 2012 2013 2014 2015 2016

m New Renovation

Source: EUROCONSTRUCT (77th Conference)

Renovation Market - less volatile but more
modest growth 2014-2016

Renovations, which account for approximately
60% of total residential construction activity in
Euroconstruct countries, are also expected to con-
tribute to the recovery but at lower growth rates in
the region of 1% in 2015 and 2016.

The volume of renovation output has been a con-
sistent factor in the residential construction sector
since 2010. Whereas new residential construction
fell by up to 6% per annum, renovations have been
a more reliable and steady form of construction
activity.

For 2014, forecasts for the renovation and mainte-
nance market have been revised upwards since the
Euroconstruct winter conference as an expansion in
activity is expected in all but three countries. The
market will be assisted to varying degrees by gov-
ernmental policies across the Euroconstruct group.
EU funding along with supportive measures such
as government subsidies, tax breaks and incen-
tives — partly prompted by ageing housing stocks
and requirements to meet energy efficiency stand-
ards - have been introduced to stimulate activity.
However, as with other areas, overall government
support has declined in the recessionary years
with spending policies tightening. This will have
reduced the available stimuli for the renovation sec-
tor but may rebound as economies stabilise across
the Euroconstruct area.

In combination, both new construction and ren-
ovation works will support a modest recovery in
the residential construction market in Europe.
For some countries, such as the United Kingdom,
growth is already occurring, while more time will
be required before a recovery is experienced in other
Euroconstruct countries. This differential is due to
both demand and supply side factors which have
mixed consequences for domestic construction
markets.

4. The role of demand side factors

Interest rates

Credit conditions and interest rates are elements
which are having considerable impacts on housing
markets across Europe. For Eurozone countries in
the Euroconstruct network, the existence of histori-
cally low interest rates is a stimulant for demand as
mortgages remain affordable for households. This
would place upward pressure on house prices in
normal circumstances, but tight credit conditions
are an ongoing issue. Stricter capital regulations,
sluggish loan growth, high mortgage default rates
and elevated household debt remain a burden on
the recovery as financial institutions remain reluc-
tant to significantly broaden lending. However, a
number of countries have reported that cash buyers
are entering the market, thus increasing demand
without reliance on credit-constrained financial
institutions.

Outside of the Eurozone long-term interest rates
remain low in most countries. Hungary and Poland
are the exception to this trend, as long-term rates
are expected to remain above 4.5% in those countries
in the coming years, thus reducing the affordability
of loans for both households and developers.

Average Long Term Interest Rates
%Dp.a.

2010 201 | 2012 | 2013 | 2014E | 2015F | 2016F

Eurozone 39 51 43 32 3.0 32 34

Non-Eurozone 4.0 38 29 28 31 33 3.6

Euroconstruct (EC-19) 3.9 4.5 3.7 3.0 3.0 3.2 3.5

Source: Euroconstruct, June 2014

Of particular interest is the gradual upward trend in
average long-term interest rates predicted for both
Eurozone and non-Eurozone countries in 2015 and
2016. Such increases could act as a drag on demand
for construction and renovation works as borrowing
becomes more costly, while house prices could be
exposed to less upward pressure.

Government policy

Covernment intervention on the demand side of
residential construction markets is also expected
to be highly significant in the coming years. VAT,
property and income taxes have direct effects on
the spending power of buyers as increased taxes
reduce incomes and raise property prices. A trend
towards higher taxation rates is evident across
many countries as governments implement more
austere budgetary plans, and this may act toreduce
demand for housing. Additional measures such as
maximum Loan-To-Value (LTV) ratios will also act
to dampen purchasing power. Policies designed

QO
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to stimulate demand and assist buyers have been
introduced, however. Tax deductions and subsi-
dies for renovations and energy improvements
are common in Euroconstruct countries — both of
which will assist the R&M sector — while govern-
ment assistance for borrowers to access affordable
loans is also a factor. Such measures will contrib-
ute towards recovery, but are largely outweighed
by the aforementioned austere policies in some
countries which will hinder growth.

Demographic factors

Demographic features of the populations of the
Euroconstruct countries are expected to have fur-
ther implications for housing markets in the com-
ing years. Immigration and natural increases in
the populations of countries such as Switzerland,
Sweden and Norway are expected to put pressure
on both the supply and prices of residential prop-
erty. Growth rates in population will be modest,
on average across, Euroconstruct countries, but a

Demographicindicators
Household number in person, Growth in year on year change in %

Average household size
2.8 2.8

2.6 2.6

ECig average:2.3 Al

22 22

2.0

JdbkE oz d<bE N WwX =D <
o o i N — = .
ZoEB358EE202085222E8 4

Population and household growth in EC19

For the total period of 2010 to 2016 the growth
rate of households is expected to average 4.9%
in Euroconstruct countries. This will ultimately
increase demand in the countries which experience
the greatest household growth. Conversely, emi-
gration and reduced population growth are fore-
casted to be problematic for other large countries.
Spain is a prime example as oversupply has resulted
in over 4 million housing units lying vacantin 2014,
and this will not be relieved by a rapidly declining
population.

Unemployment Rates

Employment is an additional demand-side fea-
ture which is expected to impact upon the hous-
ing market in the coming years. Unemployment
is particularly problematic for peripheral European
economies, and will have consequences for resi-
dential housing markets as demand and the abil-
ity to repay mortgages may be impacted by reduced
employment and income levels. The Table below
illustrates the elevated unemployment rates in
selected Euroconstruct countries, all of which are
expected to experience rates of joblessness in excess
of 10% between 2013 and 2016.

In contrast to such heightened levels of jobless-
ness, improved economic performance is expected
to boost incomes, employment and demand for
residential properties and maintenance works in
Germany, Sweden and particularly Norway, where
‘full employment’ is expected to be maintained
through to 2016. These positive outcomes will be
more immediate for those economies compared
to countries in which joblessness and economic

e 2 decline continue to create problems.
1.2% 1.2%
Unemployment Rates in Select Euroconstruct Countries
0.8% 0.8% %
0.4% 0\0_0/0—0\0__0_0 e Forecasts Outlook
0.0% 0.0%
2009 2010 2011 2012 2013 2014 2015 2016 2010 2ol zonz 2013 AL 2015 2016
—O— Population —©— Households France 89 338 0.4 09 10.0 102 10.0
Source: EUROCONSTRUCT (77th conference) el 139 6 u7 B g 06 0.5
. Ital 8. 8. 10. 122 12; 12. 12.0
trend towards increased numbers of households l 4 4 4 / 4
will create additional implications. This trend, Portugal 08 | 17 57 163 57 | 10 | wus
which has arisen from changes in the average
household size (along with growth in the over- Spain 199 24 | 38 261 53 | %2 | 233
all population) is evident in most Euroconstruct
. Hungary 1.2 1.0 10.9 10.2 9.0 89 8.6
countries.
Poland 9.5 9.8 10.2 10.4 10.2 10.0 9.5
While the average household size is 2.30 persons per
household in the Euroconstruct area, it ranges from SlovakRep. | 125 | 132 | 136 | w2 | 15 | 128 | 120

2.71 persons in Ireland to 2.03 persons in Germany.
This suggests there is significant scope to reduce
the average further which would encourage more
residential construction.

Source: Euroconstruct, June 2014
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5. The role of supply side factors

Turning to the supply side, new housing is fore-
casted to experience greater proportional recovery
compared to renovation activities up to 2016. It is
expected that 1.34m new housing units will be built
in Euroconstruct countries this year. This repre-
sents a trough in the period 2010-2016, as a mean-
ingful recovery is expected to commence from 2015
onwards. The importance of flat construction in
this segment will be maintained up to 2016, but
larger dwellings will become more prominent over
time. In combination, they will contribute to the
gradual re-emergence of a new residential construc-
tion market which declined by approximately 13%
between 2010 and 2013.

House Completions reach a low of 1.34 million
in 2013

2013 proved to be a difficult year for new residen-
tial construction as housing completions fell in the
majority of Euroconstruct countries. The overall
rate of decline was 8% across the 19 countries with
the most severe contractions occurring in Spain,
Portugal and Hungary where completions reduced
byinexcess of 30% year-on-year. More positive devel-
opments occurred in Norway and Central European
countries where completions rose at robust rates.

Looking at the trend in completions, the total house
completions across the Euroconstruct area reached
a low of 1.34 million in 2013 down from 2.61 million
at the peak (2007). A modest recovery is projected
by 2015 to 1.36 million with the recovery becom-
ing more broad based in 2016 when completions
are projected to reach 1.42 million (+4.5% increase
in 2015). A difficult economic situation in Portugal
with respect to access to credit, reduced disposable
incomes and weak housing transactions is expected
to see completions continue to decline sharply over
the forecast period by 31% per annum in the period
2014-2016.

A breakdown between 1-2 family dwellings and flats
shows flats marginally ahead, accounting for more
than half (c.53%)of total completions.

While building permits plummet to 1.28 million
in 2013

In the short-term, expectations for new house
building growth in 2014 have been revised down-
wards since the winter 2013 conference as a broad
recovery is not yet imminent. The issuance of build-
ing permits is a strong indicator of the prospects for
construction work in countries over the short- and
medium- terms. The year-on-year decline in build-
ing permits issued in Euroconstruct countries in
2013 is 8% on average, with most countries, with
the exception of Sweden, Austria, Slovak Republic,

Ireland, Germany and Belgium, recording a decline
in the number of building permits issued in 2013.

Total permits recover to reach 1.46 million by 2016
with most countries contributing to the recovery in
2015 and 2016.

Changes of Completion and Building permit issued in 2013
year to year changein %

Completion, 2013 Building permits issued, 2013

-40% -20% 0% 20% -40% 20% 0% 20%

DEU ECaverage
NOR -8%

SWE ECaverage
-8%

NOR

POL
SWE

POL

n/a

-40% -20% 0% 20% -40% -20% 0% 20%

Source: EUROCONSTRUCT (77th Conference)

This steady recovery will be partly driven by hous-
ing shortages in a group of smaller countries,
where additional supply will be required to address
excess demand. Sweden and Switzerland have the
most pressing needs in this regard, while specific
regions in Denmark, Ireland and Belgium require
additional residential construction to temper
increased demand and prices. This contrasts mark-
edly with the large economies of Spain, France and
Italy where over-supply will be an ongoing issue
due to excessive residential construction before
the downturn. Such issues will continue to weigh
on the housing markets of these countries, where
new residential construction is not expected to
achieve growth before 2015 and residential vacan-
cies are projected to remain high.

The supply side is also impacted by government
policies and taxes. Social housing has tradition-
ally been of great importance in this regard as
it provides direct supply to housing markets.
Countries such as Ireland, the United Kingdom
and the Slovak Republic are subsidising such resi-
dential construction, but the opposite is occurring
in a number of other countries, thus affecting the
housing stock. Further measures such as grants
and tax breaks for the construction or upgrade
of energy efficient houses are also being used in
order to promote construction and meet environ-
mental targets.

)
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Finally, the level of residential production expected
in Euroconstruct countries will be closely linked
to economic growth. A resurgence in GDP growth
is anticipated in specific areas, with particular
emphasis on three of the Eastern European coun-
tries along with Ireland, the UK and Sweden.
Forecasted economic expansions of up to 3.6% in
these countries for 2014-2016 will provide confi-
dence to developers to increase supply in expecta-
tion of future demand. The Table below illustrates
how this return to growth will be accompanied by
increased residential construction activity across
seven of the Euroconstruct countries.

GDP and Total Residential Construction growth
% in real terms, selected EC countries and EC-19 average

EC1g

Sweden
Average

Hungary | Poland | Slovakia | Ireland | UK

GDP +2.3% +3.3% +2.4% +2.4% | +2.8% | +2.6% +1.8%

2014F
Res.

L +4.3% +3.5% +2.6% +15.3% | +61% | +7.6% +1.4%

GDP +21% +3.6% +3.3% +3.2% | +2.6% | +3.2% +2.1%

2015F
Res.

Const. | 109% | 52% | +44% | 5k | +5.8% | +0.2% | +21%

GDP +2.0% +3.5% +3.5% +3.6% | +2.4% | +31% +2.2%

2016F
Res.

Const. +0.2% +4.7% +6.1% A77% | «2.8% | +1.8% +2.4%

Source: Euroconstruct, June 2014

This upturn in economic performance will provide
particular stimuli to the construction of new dwell-
ings as opposed to R&M on the existing housing
stock up to 2016.

Total House Completions in Euroconstruct Area
in thousand
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Source: EUROCONSTRUCT (77th Conference)

6. Residential construction outlook to 2016

The overall percentage change in the volume of total
residential construction is show in the next chart
for each country in 2014 together with the total per-
centage change in the period 2014-2016.

With the exception of Ireland (+31.3%), where a
strong recovery in residential construction is pro-
jected from a very low base, no country is forecast
to grow by more than 15% over the period 2014-2016.
The strongest performance over the two year period
is expected from the Netherlands (+14.8%), while it
is one of four countries where the volume of total
residential construction is expected to increase
between 10% and 15%.

The volume of residential construction in the next
five countries increases by between 5% and 10%.
Included in this group is the UK where a gener-
ally improving economic outlook and household
finances are expected to support growth across
the residential construction sector in the medi-
um-term. But also included in this group is Spain
(+5.3%), which records its first increase in residen-
tial construction in 2015 since the crash in 2007.

Theremaining nine countries, with the exception of
the Czech Republic, are all expected to record a mod-
est performance, with total residential construc-
tion increasing over the two years by between 1.8%
(Switzerland) and 4.1% (Belgium). The only coun-
try to record a decline in residential construction is

Growth in 2014-2016 on Residential market
percentage, cummulative growth for 2014-2016
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the Czech Republic where total output is forecast to
decline by 9.4% by 2016 where the macroeconomic
situation is not favourable or conducive to residen-
tial construction.

7. Key factors of influence

The table below summarises the factors of influence
that are expected to drive the residential market
until 2015. There are seven main influencing factors
which are considered critical for the development
of the residential sector. The picture illustrates the
diversity of the Euroconstruct housing market. It
is clear from the number of positive, neutral and
negative factors that some countries are at different
stages of their housing cycles than others.

The only country displaying positive or strongly pos-
itive effects across all factors is the United Kingdom
(UK) where a generally improving economic out-
look and household finances are expected to further
support growth across the residential construction
sector. The UK is also benefitting from a number of
government initiatives which are helping potential
buyers gain access to mortgage credit.

In Germany the factors of influence are strongly
positive with two exceptions (tax incentives and
real estate prices) but this reflects favourable eco-
nomic fundamentals, strong income and employ-
ment growth as well as low interest rates. There

Factors influencing Residential Construction Demand till 2015

are concerns that property prices are overvalued in
some cities in Germany due to the easy availability
of finance but it is reported to be still more favour-
able to rent than to buy in Germany while fiscal
incentives favour the rental market, all of which
are expected to encourage the supply of new hous-
ing units.

What is interesting is the large number of coun-
tries where ‘demographic effects’ and ‘improving
economic prospects’ are factors helping to stabi-
lise or recover their housing markets. The notable
exceptions are Hungary, Portugal and Spain where
the demographics, notably due to net outward
migration, are weak in Finland and Spain and
are expected to dampen activity in their housing
markets up to 2015. Similarly, economic prospects
are having a negative impact in the Finnish and
Spanish housing markets.

The two factors which are having the most negative
influence on the Euroconstruct residential construc-
tion market are ‘the labour market’ and ‘financ-
ing conditions’. Both are probably not a surprise
given the financial crisis which many countries
have come through and which has resulted in tight
credit conditions. A number of countries also have
high mortgage arrears due to the property crash in
Ireland and Spain, for example. The impact of the
economic crisis on the labour market in a number
of countries is negative also, and strongly negative
in those countries which suffered most, notably
Portugal and Spain with Finland also in this group.

T(::::sl;er:::i::? I Demographic Economic Tax u;c::tlves e':::tle Hf:usehold :;::'::I::i Labour
Country average cljange effects prospects subsidies prices income in general market

per yearin %

for 2014-2015 Effects of individual influence factors
Ireland 13.4 + + 0 - 0 - 0
United Kingdom 6.0 + + + + +
Hungary 5.6 - o} o} + 0 0
Poland 4.3 o} + + 0
Sweden 3.8 + + 0 0 + 0 +
Slovakia 3.5 + 0 0 0 0
Belgium 2.7 + + 0 + +
Denmark 2.2 + + + 0 + 0 0
Germany 2.2 o [¢] +
Switzerland 1.7 + 0 0 + +
Italy 1.5 @ @ 0
Austria 1.4 + 0 + + +
Netherlands 1.4 + + 0 0 0 - 0
Portugal 0.5 0 0 -
Finland -0.1 + + 0 0
France -0.2 + (o] 0 0 -
Norway 1.8 + [} [} + +
Spain 2.5 - -
Czech Republic -6.1 0 0 + - 0 0

Explanation: ++ strong positive effect, + positive effect, o neutral / currently difficult to assess, - negative effect, — strong negative effect

O,

Source: EUROCONSTRUCT (77th Conference)



© EUROCONSTRUCT, June 2014 o Residential market

The role of ‘real estate prices’ is interesting with
most countries (apart from five in total) reporting
that they are expected to have either a neutral or
negative impact on the residential construction
market up to 2015. In this regard the assumption
must be that prices in these countries are not at a
sufficient level to encourage residential construc-
tion or that demand is being influenced by a series
of negative factors which are discouraging potential
buyers from transacting in the market. The expec-
tation would be that rising house prices should
encourage new residential construction, all others
things being equal.

Once again, in terms of the left hand column show-
ing the average percentage change in total residen-
tial construction over the two years 2014 and 2015,

Additional Factors influencing Residential Construction in Selected Counties

the diversity across the Euroconstruct countries is
apparent. Three countries, Ireland (from a very low
base), the UK and Hungary are expected to increase
by over 5% per annum on average in this period,
although the factors of influence in the case of
Hungary do not appear to be playing a significant
role, with the exception of ‘real estate prices’. At the
other end of the spectrum, in the countries where
recovery appears to be stall some way off, there
are five countries where the annual average rate of
change in 2015 and 2016 is between -6% and 0%.

There are a number of additional factors which the
Euroconstruct members have noted also influenc-
ing the performance of their residential construc-
tion sectors in 2015 and 2016 and these are set out in
the next Table.

agglomeration areas

Ireland UK Sweden Denmark Germany Netherlands Finland Spain
Social housing Domestic migration -
; : ) ) ; . . Economic stimulus Large amounts of
providers accessing Housing shortage in towards larger city Housing shortage in : .
Shortage of supply . . B " Delayed demand packages (R&M housing stock remain
more and more private general areas s a factorin several regions :
. : stimulus) to be sold or rented
financing new housing demand
Household formation Interest rates and Stronger energy )
o regulation as of 2016 . . o No more construction
. exceeds levels of net ) their influence on real s Temporarily lower VAT | Social housing (will be . o
Rising rents S : Vacancy in general . . for new builds will ) of social housing in
additions to housing estate prices are major rate on renovation added somewhat)
- cause some pull- the next years
stock uncertain factor
forwards effects
Energy saving . e Uncertainty around g Ian.d‘shortage q Housing shortage
- ] Condition of building P 3 and also rising cost Energy savings h :
Rising house prices measures taken up . the lifetime of public . (importantin
: stock in general of land in several agreement .
should increase support schemes metropolitan area)

Positive stimulus

Special major projects

Domestic migration in

Growth in social
housing is curtailed

Cost-intensive energy

Ebbsfleet ,garden by weak financial . Social housin Domestic migration
Y Y q q
package L general L— regulation
city’) situation of local
government

New construction Inflation fears could Still some vacancy of Already many

strategy May 2014 ; . unsold new housing buildings at least Energy saving

° . end up with a house Legal conditions ; :
with some assistance T ina few areas, but partly energetically measures

or first time buyers P amount is decreasin refurbished

q

Social housing crisis

Construction costs

Energy savings
regulations become
stricter

Low interest rates
and low consumer
confidence
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8. Residential construction: country
by country analysis

The housing market in Austria has been the driv-
ing force behind a strengthening economy, and is
expected to grow further through to 2016. Increasing
household numbers, improved macroeconomic con-
ditions, declining financing costs and a stimulus pro-
gramme for housing have combined to drive demand
and house prices upwards. Elevated investment lev-
els from both public and private sources have fuelled
increased demand for building permits in 2013. An
increase in interest rates is anticipated, however, and
this may act to dampen demand. The renovation and
maintenance market is expected to grow at a more
modest rate, and is supported by federal and national
(‘Renovation Cheque’) support schemes.

Belgium'’s residential market is characterised by
high prices for building plots, houses and apart-
ments as little decline has occurred in the market
since 2008 in the face of housing shortages. Prices
may be up to 50% overvalued at present as house-
holds are not hesitating to invest, though credit
conditions may tighten further in the coming
years resulting in price stabilisation. The numbers
of building permits issued highlights a clear divi-
sion between Flanders and Wallonia, as growth in
residential production is anticipated in the former
but not the latter. Rising incomes are forecasted
to drive demand over the coming years, despite
uncertainty over the potential reform of tax bene-
fits for dwellings covered by a mortgage. Belgian
house prices are currently among the least afforda-
ble in the Eurozone relative to incomes, and this is
partly due to supportive government tax policies.
Renovations, which declined in 2013, are expected
to enter growth in 2014 due to the increased main-
tenance needs of a larger housing stock and higher
quality energy standard requirements.

Despite a brief resurgence in construction in 2011,
the residential market in Denmark declined in
both 2012 and 2013, but growth is forecast in 2014.
Turnover in the market is currently low, and some
houses may still be overvalued, particularly in
larger cities where housing is becoming scarcer and
more expensive. The expected growth of the mar-
ket is due to low interest rates and taxes, but some
increases in the latter are anticipated. New house
building will remain low, but is supported by sub-
sidies for the construction of rental accommodation
for disadvantaged individuals. Growth in renova-
tions is forecast to continue in 2014, as homeowners
upgrade houses and avail of a general government
support scheme due to conclude at year end. Total
growth in residential construction is forecast to be
in the region of 2.0% for 2014 with an acceleration in
2015 (+2.4%) and 2016 (+3.3%).

Total residential construction in Finland fell by 2.6%
in 2013, and this decline is expected to accelerate
to €.3% in 2014 as poor economic conditions reduce
the demand for houses. High household debt is a
major contributory cause, but factors such as new
household formation and internal migration have
somewhat tempered the decline. Housing starts are
expected to fall further in 2014 - despite relatively
high flat commencement rates - but are expected
to increase again in 2015 with modest support from
government measures to stimulate production.
Renovation markets - which account for a large pro-
portion (6%) of GDP compared to European averages
- are more stable and will be supported by increased
subsidies and tax deductions in 2014, though energy
grants will be reduced.

The housing market in France continued to decline
in 2013, with new starts falling 5.2% year-on-year as
construction of single family dwellings contracted
significantly. Developers have adapted to this
decline by stalling new projects; this will contrib-
ute to continued reductions in production in 2014.
The ‘Duflot’ scheme launched by the government to
promote investment in rental properties has so far
failed to make a meaningful impact. Maintenance
activities declined for a second consecutive year in
2013 as households’ disposable incomes tightened.
Thiswillnotbe aided by rental controls which penal-
ise investment by buy-to-let property owners, and
increased VAT rates of 10% (formerly 7%) for compa-
nies conducting renovations on properties. Positive
developments may arise from a proposed 5.5% VAT
rate on energy improvement measures, along with
continued investment in the social rental sector.
Elevated unemployment and high household debt
will impact on recovery, meaning growth will not
occur in residential construction activity until the
second half of 2014.

The residential construction market in Germany has
experienced continuous growth sincemid-2009, with
multi-family buildings providing the main stimu-
lus. This expansion has reduced vacancy rates and is
driven by strong economic performance (resulting in
low unemployment, and higher wages), low interest
rates, and growth in both population and household
numbers. Rental caps and high energy requirements
may generate some issues, but residential construc-
tion is expected to grow to meet housing shortages in
certain regions. Renovations account for three quar-
ters of construction conducted in Germany at present
and will be supported by state energy subsidies and
tax deductions for manual trade services. Total res-
idential construction is expected to increase by 2.9%
in 2014 with a moderation in 2015 (+1.5%) and again
in 2016 (+0.4%).

The residential market in Ireland is currently oper-
ating on three tiers as the Dublin region is suffering

O,
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from housing shortages (feeding price increases)
but the rest of the country is either bottoming out or
still in decline. Elevated mortgage arrears and low
transaction quantities are stalling a solid recovery,
but cash buyers are supporting the market. A crisis
is occurring in social housing due to increases in pri-
vate rents and a shortage of social accommodation,
but initiatives have been announced by the govern-
ment to tackle this pressing issue. Renovations are
expected to recover in 2014, with assistance from
the state’s ‘Home Renovation Tax Incentive Scheme’
and ‘Living City Initiative’ providing marked stim-
uli. Significant growth is forecasted for both new
residential construction and renovations in 2014,
but this is from a massively reduced base as residen-
tial production output declined by an average of 20%
per annum between 2009 and 2013.

New house building in Italy remains in decline,
but renovations have staged a recovery which is
expected to continue, supported by fiscal incen-
tives. The housing stock is ageing (64% were built
before 1971) so maintenance and renovations will
be sustained, particularly in light of greater energy
and safety requirements for all properties. 2014 will
be a year of transition in overall construction, pri-
marily driven by the renovation sector. High unem-
ployment (particularly amongst youths), reduced
population growth and a large unsold housing stock
(estimated at 350,000 dwellings) will act as a drag
on a widespread recovery. Both public and private
investment in the National Housing Plan, along
with EU funding for the upgrade of properties in
ageing city areas, will provide a stimulus for the
sector in the coming years.

The owner-occupied housing market in The
Netherlands experienced a recovery in the second
half of 2013 and is expected to continue in 2014 as
house pricesremain affordable. Banks and regulatory
bodies have tightened requirements for the rental
market after instances of financial mismanagement
were discovered. Investments in social housing have
hence contracted strongly, while household debt
remains the highest in the Eurozone area at 127% of
GDP. Permits for new construction declined in 2012
and 2013, but are expected to rebound in 2014 in
response to delayed demand for housing as house-
hold formation outstrips residential construction.
New residential construction is forecasted to decline
by 9% in 2014, before this augmented supply kicks
in. Temporary reduced VAT rates on energy saving
modernisations to properties should help a currently
depressed renovation market, prompting a 1.9%
increase in R&M production in 2014.

In Norway, housing starts will fall in 2014 before
staging a recovery from 2015 onwards as the avail-
ability of low interest credit, high population
growth and positive labour market developments

stimulate demand. Downside risks exist in the
lack of adequate building sites in cities, oversup-
ply in peripheral regions and the overall vulnera-
bility of the Norwegian economy to fluctuations in
oil prices. Maximum LTV ratios of 85% will also act
to calm demand, but rising welfare payments and
more single-occupant households may reverse this.
Renovations were stimulated by repair works after
flooding in 2012 and are forecast to grow at a mod-
erate rate of 1.5% in 2014 after a stable year in 2013.

Residential production in Portugal fell by 11% in
2013, with new construction works declining by
25%. Increased loan arrears, poor lending growth,
high unemployment and restricted incomes have
dampened demand across the board and contrib-
uted to sharply reduced house prices. The govern-
ment has further impeded domestic demand with
sharp spending cuts and increased taxation. Both
new building permits and completions were down
32% year-on-year in 2013, and growth in total resi-
dential construction activity is not expected before
2015. However, an expansion in the renovation and
maintenance market is anticipated as the rental
segment is in expansion and home owners in the
main cities of Lisbon and Oporto are looking to
upgrade their dwellings.

Spain’shousing marketisinacontinued paralysisas
excess supply is compounded by minimal demand,
low prices and tight credit conditions. The only
relief is being provided by wholesale buyers (many
of whom are foreign-based), with the most attrac-
tive assets being sold off quickly. Neither employ-
ment nor incomes have recovered significantly as
of yet, and mortgage lending has not expanded,
so cash buyers now constitute 39% of transactions.
Uncertainty remains over how the imminent tax
reform will impact upon housing. A withdrawal
of public sector stimuli in the form of income tax
deductions and subsidies for social housing will fur-
ther impact the market, while population decline is
contributing to a supply-demand mismatch. New
housing production is not expected to increase
before 2016, with a longer recovery forecasted for a
renovation sector which is underwhelmed by the
government’s ineffective and underfunded ‘Plan to
Foster Rental, Renovations and Urban Renewal’.

Housing construction in Sweden grew by 40% year-
on-year in 2013 as volatility and unpredictability
continued in the market. Multi-family housing has
expanded to the greatest degree driven by low inter-
est rates and positive developments in households’
incomes. However, a 30% tax deduction on mort-
gages will be reduced and an 85% LTV limit has been
introduced, while it remains cheaper to purchase
a second hand house than build a new one, all of
which will hamper the sector. Apartment shortages
havebeenrecordedin 230 0of 287 municipalities, with
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overall housing scarcity also being an issue which
could inflate a house price bubble. The government
has stimulated the market via tax cuts (property
tax reduced from 0.4% to 0.3%) and slimmed down
building regulations. The ‘Attefallhuset’ scheme
will promote further construction as owners of 1+2
bed dwellings will be encouraged to build another
house on their land. Renovations have huge
untapped potential in an ageing housing stock,
with activity on energy efficiency remaining below
optimum levels. The government has assisted by
implementing 50% tax deductions on labour costs,
but the inability of landlords to increase rent for
house improvements is a hindrance.

In Switzerland, elevated activity levels in the res-
idential construction sector will be maintained by
a sizeable housing order backlog. Large net immi-
gration (+80,000 in 2013) and low interest rates will
drive apartment construction numbers up to levels
not seen since the 1980s. House prices have contin-
uously grown for 15 years in a row, with particu-
lar upward pressure in the urban areas of Geneva,
Zurich and Basle. Order backlogs will be eroded in
the coming years as building permits have declined,
stricter capital requirements have been imposed
and second home regulations will be tightened. The
renovations sector has a promising outlook in 2014
largely due to the relaxation of a unanimity princi-
ple for works on apartment complexes which will
make alteration activity far easier.

Residential construction output in the United
Kingdom grew by 4% in 2013, but remains below its
2004 peak. Public housing increased production by
almost 8% in 2013, and contributed to total housing
starts which were up 19% year-on-year. New hous-
ing will fuel growth in the residential construc-
tion sector up to 2015, with more moderate growth
occurring in the renovation market as the govern-
ment’s ‘CGreen Deal’ for energy efficiency has dis-
appointed the market. A continued upward trend
in loan approvals (helped by the state’s ‘Funding
For Lending’ programme) coupled with the exten-
sion of the government’s ‘Help to Buy’ equity loan
scheme up to 2020 is forecast to foster demand. A
generally improving economic outlook and house-
hold finances will further support growth across
the residential construction sector, with London
experiencing the greatest expansions.

The housing market in the Czech Republic is still
in a slowdown phase, despite low interest rates and
depressed house prices. Overall economic uncer-
tainty, high unemployment and reduced house-
hold incomes (due to tax increases) weigh heavily
on the market while an increase in the lower VAT
rate from 10% to 14% has made construction more
costly. New housing starts have dropped dramat-
ically since 2008, but flats - as the hardest hit

segment—recorded growth of 7.7% in 2013. Housing
completions are expected to continue to decline in
2014, and the same applies for renovation work.
Total residential construction work is expected to
fall by 5.7% in 2014.

Hungary’s housing market continued on a down-
ward trend in 2013 as demand fell on foot of high
VAT rates and sluggish lending growth. The for-
eign currency denominated debt burden of house-
holds has created difficulties in the market, with
total property transactions declining 39% between
2008 and 2013. Second-hand dwellings constitute
the vast majority of transactions, and hence cre-
ate demand for renovation works. Modernisation
and maintenance are expected to remain stable in
2014, but may benefit from both domestic and EU
regulations in terms of housing stock that must be
upgraded for energy efficiency purposes. New resi-
dential construction is forecasted to expand by 12%
in the year, albeit from a significantly reduced base
level compared to 2008.

Poland’s housing market has displayed renewed
growth in 2014, with both permits and new con-
struction starts increasing year on year as an
improving economic outlook, low interest rates and
growing cash buyer numbers drive demand. A stabi-
lisation in house prices is anticipated, with the gov-
ernment’s ‘Home for the Young’ lending initiative
and broader loan growth in the economy increasing
demand. The removal of a lower VAT rate on build-
ing materials will heighten building costs over the
coming years, but a significant recovery in total res-
idential construction is expected to take hold in 2015
(+5.2%) and 2016 (+4.7%).

The volume of housing construction in Slovakia
achieved growth of 2.0% year-on-year in 2013, as
repairs and maintenance (+32.2% year-on-year)
surged due to high demand for thermal insulation
and the reconstruction of residential buildings.
Modernisation and reconstruction fell by 8.9% year-
on-year, while new building permits also declined
slightly, but the recovery in house building is fore-
casted to strengthen in 2015 and 2016. The hous-
ing market is characterised by strong activity in
specific regions such as Bratislava, but stagnation
in the housing market is suppressing opportuni-
ties for 25-39 year olds to purchase new houses and
flats. There is a need for new house building and
modernisation of the existing housing stock, but
activity is being hampered by relatively high unem-
ployment, fewer income opportunities and insuf-
ficient support from the government budget and
the State Housing Development Fund. New hous-
ing construction is expected to grow in 2014, and
demand will be assisted by a decline in mortgage
interest rates, but relatively high prices on new
dwellings may act as a drag.
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BUILDING PERMITS: 1+2 FAMILY DWELLINGS (in ooos)
Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016

Austria 15.6 16.3 14.8 14.7

Belgium 24.0 20.7 21.6 21.0

Denmark 10.1 9.0 7.0 6.0

Finland 12.2 1n.7 10.1 7.9

France 229.3 239.6 216.3 190.0

Germany 94.7 m.3 106.7 109.8

Ireland 1.6 9.1 5.4 6.0

Italy 31.5 33.1 33.3 33.2

Netherlands 43.5 38.7 23.3 20.0

Norway 10.2 1.4 1.5 1.8

Portugal 14.3 1.6 8.2 5.4

Spain 28.9 26.0 18.2 14.3

Sweden 12.2 10.2 8.0 8.7

Switzerland 10.1 1.0 1.6 9.7

United Kingdom

Western Europe (EC-14) 548.3 559.7 496.1 458.4

Czech Republic 25.6 27.3 22.9 18.3

Hungary 7.8 5.8 5.0 4.2

Poland 98.9 96.4 88.1 78.1

Slovak Republic 8.9 8.7 8.5 8.3

Eastern Europe (EC-g) 141.2 138.2 124.5 108.9

Euroconstruct

Countries (EC-18)
Source: EUROCONSTRUCT, June 2014

BUILDING PERMITS: FLATS (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016

Austria 22.3 29.3 25.0 31.3

Belgium 25.7 23.4 24.8 28.0

Denmark 7.6 8.4 6.0 5.0

Finland 21.6 22.8 21.6 19.3

France 203.4 268.1 260.5 223.0

Germany 69.9 88.8 105.9 125.7

Ireland 6.9 2.5 1.0 1.2

Italy 97.6 91.2 82.4 78.2

Netherlands 17.5 18.1 15.5 8.1

Norway 12.6 18.8 19.3 19.7

Portugal 10.5 5.5 2.9 2.2

Spain 62.6 49.9 39.3 16.9

Sweden 17.8 20.6 18.7 28.3

Switzerland 39.7 45.4 53.6 47.8

United Kingdom

Western Europe (EC-13) 615.7 692.9 676.6 634.6

Czech Republic 13.6 12.4 1.1 1.2

Hungary 9.6 6.7 5.6 3.3

Poland 76.0 87.7 77.0 60.7

Slovak Republic 5.6 2.9 3.1 4.8

Eastern Europe (EC-3) 104.8 109.7 96.8 80.0

Euroconstruct

Countries (EC-18)

Source: EUROCONSTRUCT, June 2014
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BUILDING PERMITS: TOTAL (in ooos)

Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016

Austria 37.9 45.7 39.8 46.0

Belgium 49.7 44.1 46.4 49.0

Denmark 17.7 17.4 13.0 1.0

Finland 33.8 34.5 31.7 27.2

France 432.7 507.7 476.8 413.0

Germany 164.6 200.1 212.6 235.5

Ireland 18.5 1.6 6.4 7.2

Italy 129.1 124.3 115.8 .4

Netherlands 61.0 56.8 38.8 28.1

Norway 22.9 30.2 30.9 31.4

Portugal 24.8 17.1 1.1 7.6

Spain 91.5 75.9 57.5 31.2

Sweden 30.1 30.8 26.7 37.0

Switzerland 49.8 56.4 65.2 57.5

United Kingdom 0.0 0.0 0.0 0.0

Western Europe (EC-14) 1164.1 1252.7 1172.6 1093.1

Czech Republic 39.2 39.7 34.0 29.5

Hungary 17.4 12.5 10.6 7.5

Poland 174.9 184.1 165.1 138.8

Slovak Republic 14.5 1.6 1.6 13.1

Eastern Europe (EC-g) 246.0 247.9 221.3 188.9

Source: EUROCONSTRUCT, June 2014

HOUSING STARTS: 1+2 FAMILY DWELLINGS (in ooos)
Country/Year Forecasts Outlook

2010 20m 2012 2013 2014 2015 2016

Austria 14.0 15.1 14.8 14.0

Belgium 22.9 19.1 21.2 20.0

Denmark 9.2 8.7 7.5 5.5

Finland 12.1 1.0 9.2 8.0

France 174.6 194.0 165.0 151.0

Germany

Ireland 7.0 4.4 3.9 4.4

Italy 32.4 32.4 32.8 33.5

Netherlands

Norway 9.7 10.6 1.1 1n.2

Portugal

Spain 24.6 19.9 14.5 1.3

Sweden 10.8 10.1 7.0 7.7

Switzerland 9.4 9.2 8.7 8.4

United Kingdom 71.9 86.4 77.6 95.1

Western Europe (EC-12) 398.6 421.0 373-4 370.2

Czech Republic 18.4 18.9 16.0 13.7

Hungary

Poland 86.5 90.5 79.7 72.7

Slovak Republic 9.6 9.4 9.1 9.2

Eastern Europe (EC-3) 14.5 118.8 104.8 95.6

Source: EUROCONSTRUCT, June 2014
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HOUSING STARTS: FLATS (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016
Austria 21.7 24.6 25.8 26.7
Belgium 24.9 21.0 24.1 24.8
Denmark 6.4 8.0 6.0 3.5
Finland 21.7 20.5 20.0 19.7
France 158.3 206.0 170.0 168.0
Germany
Ireland 1.4 1.2 1.2 0.8
Italy 100.4 89.4 81.3 79.0
Netherlands
Norway 1.5 17.1 19.1 19.2
Portugal
Spain 67.0 58.3 29.6 22.6
Sweden 17.8 18.3 16.0 23.7
Switzerland 36.5 37.3 39.3 40.6
United Kingdom 58.6 45.5 41.1 45.7
Western Europe (EC-12) 526.3 547.3 473.5 474.3
Czech Republic 9.8 8.6 7.8 8.4
Hungary
Poland 71.6 71.7 62.1 54.7
Slovak Republic 6.6 3.3 4.0 5.5
Eastern Europe (EC-3) 88.0 83.6 73.9 68.6

Euroconstruct

Countries (EC-15)
Source: EUROCONSTRUCT, June 2014

HOUSING STARTS: TOTAL (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016
Austria 35.7 39.7 40.6 40.8
Belgium 47.8 40.1 45.3 44.8
Denmark 15.6 16.7 13.5 9.0
Finland 33.8 31.5 29.2 27.7
France 332.9 400.0 335.0 319.0
Germany 0.0 0.0 0.0 0.0
Ireland 8.5 5.6 5.1 5.2
Italy 132.8 121.8 114.2 12.5
Netherlands 0.0 0.0 0.0 0.0
Norway 21.1 27.7 30.2 30.5
Portugal 0.0 0.0 0.0 0.0
Spain 91.7 78.3 44.2 33.9
Sweden 28.6 28.5 23.0 31.5
Switzerland 45.9 46.5 48.0 49.0
United Kingdom 130.5 131.9 18.7 140.8
Western Europe (EC-12) 924.9 968.3 846.9 844.6
Czech Republic 28.2 27.5 23.8 22.1
Hungary 18.0 7.5 8.0 7.5
Poland 158.1 162.2 141.8 127.4
Slovak Republic 16.2 12.7 13.1 14.7
Eastern Europe (EC-3) 220.5 209.9 186.7 171.7

Euroconstruct

Countries (EC-16)

Source: EUROCONSTRUCT, June 2014
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HOUSING COMPLETIONS: 1+2 FAMILY DWELLINGS (in ooos)
Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016
Austria 14.7 15.1 15.6 15.2
Belgium 21.0 22.3 20.1 20.6
Denmark 7.2 8.2 8.5 7.0
Finland 10.5 1.3 10.0 10.1
France 170.0 182.0 170.0 155.0
Germany 85.4 97.0 100.3 105.0
Ireland 8.6 5.2 4.0 4.3
Italy 36.5 32.1 32.4 32.4
Netherlands 30.3 33.6 34.5 33.0
Norway 8.5 9.3 10.0 10.2
Portugal 16.6 14.5 14.0 9.8
Spain 48.0 34.0 25.0 15.0
Sweden 1.0 1.8 7.7 7.9
Switzerland 9.4 9.3 9.0 8.4
United Kingdom 71.7 87.1 87.9 87.1
Western Europe (EC-15) 549.4 572.9 549.1 521.0
Czech Republic 21.2 18.6 18.6 16.4
Hungary 9.7 7.5 6.7 3.8
Poland 70.4 73.1 81.1 81.3
Slovak Republic 9.1 8.8 9.5 10.2
Eastern Europe (EC-4) 110.4 108.0 115.9 m.7

Euroconstruct

Countries (EC-19)
Source: EUROCONSTRUCT, June 2014

HOUSING COMPLETIONS: FLATS (in ooos)
Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016
Austria 22.6 22.6 25.1 25.6
Belgium 23.0 24.2 22.3 23.8
Denmark 4.7 4.3 8.5 7.0
Finland 15.4 20.4 21.4 20.5
France 146.0 154.0 200.0 165.0
Germany 54.7 64.2 76.3 100.0
Ireland 2.1 1.3 1.0 0.9
Italy 164.6 126.7 101.5 90.3
Netherlands 25.7 24.1 17.5 18.2
Norway 9.3 10.7 16.2 18.3
Portugal 21.4 15.0 13.7 9.0
Spain 192.9 123.4 90.0 49.6
Sweden 10.5 19.0 19.5 17.2
Switzerland 34.2 37.3 36.1 39.4
United Kingdom 57.8 471 47.9 42.6
Western Europe (EC-15) 784.9 694.4 697.1 627.5
Czech Republic 15.3 10.0 10.8 8.8
Hungary 1.1 5.2 3.9 3.5
Poland 65.4 58.0 71.8 64.1
Slovak Republic 7.9 5.8 5.8 4.9
Eastern Europe (EC-3) 99.7 79.0 92.3 81.3

Euroconstruct

Countries (EC-19)

Source: EUROCONSTRUCT, June 2014
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HOUSING COMPLETIONS: TOTAL (in ooos)
Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016
Austria 37.3 37.6 40.7 40.8
Belgium 44.0 46.5 42.4 44.4
Denmark 1.9 12.5 17.0 14.0
Finland 25.9 31.7 3.4 30.6
France 316.0 336.0 370.0 320.0
Germany 140.1 161.2 176.6 205.0
Ireland 10.7 6.5 5.0 5.2
Italy 201.1 158.8 133.9 122.7
Netherlands 56.0 57.7 52.0 51.2
Norway 17.8 20.0 26.3 28.5
Portugal 38.0 20.5 27.7 18.8
Spain 240.9 157.4 115.0 64.6
Sweden 21.4 30.8 27.2 25.1
Switzerland 43.6 46.6 45.2 47.9
United Kingdom 129.5 134.2 135.8 129.7
Western Europe (EC-15) 1334.3 1267.2 1246.1 1148.5
Czech Republic 36.5 28.6 29.4 25.2
Hungary 20.8 12.7 10.6 7-3
Poland 135.8 131.1 152.9 145.4
Slovak Republic 17.0 14.6 15.3 15.1
Eastern Europe (EC-3) 210.1 187.0 208.2 193.0

Source: EUROCONSTRUCT, June 2014

HOUSING STOCK: TOTAL (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016
Austria 4 067 4088 413 4138
Belgium 5073 5110 5153 5195
Denmark 2970 2980 2990 3000
Finland 2807 2835 2866 2895
France 32520 3281 33102 33394
Germany 37820 37970 38140 38330
Ireland 1948 1995 1996 1994
Italy 29 857 30 046 30215 30372
Netherlands 7218 7266 7315 7360
Norway 2 806 2834 2863 2892
Portugal 5828 5858 5883 5898
Spain 25106 25249 25382 25500
Sweden 5062 5079 5100 518
Switzerland 4044 4128 4201 4250
United Kingdom 27448 27614 27767 27892
Western Europe (EC-15) 194 574 195 863 197 085 198 228
Czech Republic 4331 4359 4389 4414
Hungary 4370 4390 4394 4402
Poland 13 540 13 665 13 810 13940
Slovak Republic 2019 2 005 2019 2033
Eastern Europe (EC-4) 24 260 24 419 24 612 24 789

Source: EUROCONSTRUCT, June 2014
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HOUSING STOCK: SECOND HOMES (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016
Austria 233 234 236 237
Belgium 124 125 126 127
Denmark 220 220 220 220
Finland 224 226 228 230
France 3109 3124 3139 3154
Germany 3350 3370 3380 3390
Ireland 335 300
Italy 5561 5591 5586 5580
Netherlands
Norway 429 438 443 446
Portugal 1135 1133 1122 111
Spain 3660 3682 3700 3710
Sweden 554 555 556 557
Switzerland 502 513 585 595
United Kingdom
Western Europe (EC-12) 19138 19 248 19 320 19 357
Czech Republic 167
Hungary
Poland 255 280 205 305
Slovak Republic 58 57 60 61
Eastern Europe (EC-2) 313 337 355 366
Source: EUROCONSTRUCT, June 2014 Aggregate figures through chain-linking with 2013
HOUSING STOCK: VACANCIES (in ooos)
Forecasts Outlook
Country/Year
2010 20m 2012 2013 2014 2015 2016
Austria 203 204 206 207
Belgium 264 258 267 269
Denmark 190 190 190 190
Finland 30 30 30 30
France 2304 2330 2356 2381
Germany 1490 1440 1370 1330
Ireland 230
Italy 1135 1133 1131 1129
Netherlands
Norway 215 215 215 215
Portugal 728 735 742 750
Spain 4385 4350 4320 4290
Sweden 30 27 25 23
Switzerland 37 38 39 38
United Kingdom 737 719 704 635
Western Europe (EC-13) 1748 1 669 11595 1487
Czech Republic 465
Hungary
Poland 860 890 900 905
Slovak Republic 201 205 205 203
Eastern Europe (EC-2) 1061 1095 1105 1108

Source: EUROCONSTRUCT, June 2014

Aggregate figures through chain-linking with 2013
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SHARE OF FAMILY DWELLINGS (in %)

Country/Year Forecasts Outlook
2010 20m 2012 2013 2014 2015 2016

Austria 48.1 48.5 48.5 48.5

Belgium 71.5 7.4 71.2 70.9

Denmark 58.0 58.0 58.0 58.0

Finland 40.5 40.4 40.3 40.3

France 55.9 56.6 56.7 56.7

Germany 51.0 51.1 51.1 51.1

Ireland 87.0

Italy 39.5 39.4 39.3 39.2

Netherlands

Norway 61.3 61.0 60.5 60.0

Portugal 59.8 59.8 59.8 59.9

Spain 30.5 30.5 30.4 30.3

Sweden 44.3 44.3 44.3 44.2

Switzerland 23.2 23.0 22.8 22.7

United Kingdom 80.6 80.8 81.0 81.1

Czech Republic 41.8

Hungary 59.0 59.0 60.0 60.0

Poland 58.9 58.8 59.1 59.2

Slovak Republic 49.6 49.3 49.3 49.4

Source: EUROCONSTRUCT, June 2014

HOME OWNERSHIP RATES (in %)
Country/Year Forecasts Outlook

2010 20m 2012 2013 2014 2015 2016

Austria 55.7 55.4 56.4 56.4

Belgium 66.8 66.7 66.7 66.6

Denmark 51.0 51.0 51.0 51.0

Finland 59.2 59.0 59.0 59.0

France 57.8 58.1 58.1 58.2

Germany 44.9 45.0 45.0 45.1

Ireland 70.0 70.0 70.0 70.0

Italy 771 77-3 771 77.0

Netherlands 59.3 59.3 59.3 59.3

Norway 76.8 77.0 77.0 77.0

Portugal 73.8 73.4 73.0 72.7

Spain 83.0 82.7 82.5 82.0

Sweden 62.9 63.0 63.0 63.1

Switzerland 36.8 36.8 37.2 37.4

United Kingdom 65.6 64.9 64.2 64.4

Czech Republic 64.5

Hungary 92.0 92.0 92.0 92.0

Poland 76.5 773 77-5 777

Slovak Republic 93.0 84.9 85.0 85.0

Source: EUROCONSTRUCT, June 2014
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