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Highlights

The construction cycle is rapidly worsening on a global scale. Housing in America
shows no sign of bottoming out, while in the euro countries the sectoral downturn is
deeper than previously expected.

In the emerging countries, cyclical positions are diverging widely, with Turkey, Thai-
land, and possibly Kazakhstan expected to contract during 2009. On the other hand,
Egypt, Morocco, China, and India are in a better shape although construction invest-
ment is expected to decelerate significantly.

In most of the Group countries, large countercyclical plans have been set up by gov-
ernments to sustain the economy. Among the most relevant ones:

in the US, the incoming Obama administration has enacted a multi-year plan total-
ling as much as $825bn. Over $100bn ($92bn for infrastructure and $13bn for
housing) should be addressed to boost construction investment.

the EU has designed an ambitious package worth totally around €200bn, of which
above 30% — or around €70bn — is earmarked for infrastructure & housing;

China has launched an economic stimulus package worth nearly $585bn. About
80% of this amount should be in infrastructure investment.

India has passed two stimulus packages of about €16bn over the next 18 months,
that will facilitate funding of pending and future additional infrastructure projects.

It is widely accepted that the above programmes will impact positively. However, only
in Spain and China the effects could be felt already in 2009, while in all the others
countries the full impact should be perceived starting from 2010.

Country focus

The residential sector continues its downturn unabated in the US. Conditions remain
critical as shown by latest national accounts data and by all housing indicators. In par-
ticular, in Q4 08 residential investment was down by 45% since the peak of the hous-
ing boom, sales of new homes hit their lowest pace in 45 years, and the backlog of
unsold homes surged to a new record. The supply/demand imbalance continues to
push down prices and activity. The non residential sub-sector has remained surpris-
ingly strong in 2008 but a sharp turnaround is in the cards as most indicators point to
corporate retrenchment and the economy is going to contract significantly this year.
Public works are also set to decelerate following the marked deterioration in fiscal bal-
ances.

France has approved a large stimulus package (valued at €26bn or 1.3% of GDP) that
includes a sharp increase in public works (€10.5bn). It also contains measures to step
up house building and activity in the construction sector (€1.6bn). In particular, some
70,000 additional housing units are to be built in 2009 and 2010. Although the stimulus
package is set to provide some support to the construction sector, its actual imple-
mentation and timing remain a question mark.

Spain has unveiled three consecutive stimulus packages since the general elections
in 2008, for a total amount of 2.5% of GDP. The third and largest plan was adopted
last November and valued at €11bn (1% of GDP) of which €8bn is intended to accel-
erate spending of ongoing projects or finance works which can start very soon. To
guarantee a rapid implementation of the stimulus package, works will have to begin by
April 2009 at the latest, and the target is to enable the creation of 200,000 jobs.
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MAIN CONSTRUCTION INDICATORS

Indicators*

United
States

Canada

France

Italy

Spain

Belgium

Bulgaria

Greece

Morocco

Turkey

Egypt

Thailand

India

China

Notes

Construction
Production

2006 2007 2008

-1.6 -17.8

6.3 3.0

36 37

42 56

11 -04

32 23

13.9 20.1

7.4 237

Latest
-22.9 Nov'"”
1.6 Oct
-2.1 Nov
-2.4 Q3
-11.3 Nov
-5.5 Nov

3.9 Nov

1.4 Q3

* yoy % ch, sa, unless otherwise indicated
™ Production of dwellings
@ Gross value added

® Urban areas excluding Athens
“ Gross fixed capital investment

® Investment in fixed assets: construction
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2006 2007 2008

-2.4

5.3

5.3

1.7

5.9

8.5

14.7

21.6

7.8

17.8

4.0

13.4

42.0

Construction
Investment

-5.6

22

4.5

2.0

3.8

3.5

21.7

11.4

10.2

6.0

15.8

2.0

9.6

23.8

Latest
-5.4 Q4
0.5Q3
-1.9Q3
-1.2 Q3
-5.8 Q3

1.7 Q3%

22.3 Q3%

9.4 Q3¥
-3.4 Q3
9.5 Q3%
-3.7 Q3

9.7 Q3?

10.2 Nov®

House
Prices

2006 2007 2008 Latest

76 -3.8 -18.2 Nov
10.2 7.4 -0.4 Nov
122 6.5 0.8 Q3
65 5.3 4.3 H1
10.4 5.8 0.4 Q3
13.0 3.8 3.0 Q2%

6.1 7.6 6.5 0.4 Dec
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UNITED STATES

Construction Investment (sa)

1075
mmmm Level ($bn at 2000 prices, ar)
Yoy % ch (rhs)

1030 1

985 |

940 |

895 |

850

Q04 Q105 Q106 Qo7 Q108
o NAHB Housing Market Index (sa)

(hint: over 50 = expansion)

10

-10

-15

5
106 7-06 107 7-07 +08 7-08 +09
Months' Supply of Homes (ratio*)
“
* Houses for sale/Houses sold
- - - - -
10
8- - - __

106 7-06 107 7-07 108 7-08

24

Houses Under Construction and
Completed (mn, saar)

2.0

16 1

12
= Completed
Under construction (rhs)
0.8
+06 7-06 107 7-07 108 7-08
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Construction Investment by Type (yoy % ch, sa)

20
o N f T 1
0 | e _ N — e\ - — — S T ____ 4
P S N
20 ——— Private residential
Private non residential
Government
-30 +——————————————————
Q04 Q105 Q106 Qto7 Q108
NAHB Housing Affordability Index (%)
65
60 -
55
50 -
45 |
40

Q104 Q105 Q1-06 Q107 Q108

Housing Starts and Building Permits (mn, saar)
25

0 JE S N

L I N
L1 J E . —_——— AT AT
Starts
= Permits
05
+06 7-06 107 7-07 108 7-08
Home Sales
(mn, saar)

8 15
2 L 12
6 L 0.9
5 L 0.6

— Existing

New (rhs)
4 0.3
106 7-06 107 7-07 108 7-08
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UNITED STATES

Home Vacancies (mn)

Effective Home Mortgage Rates (% pa)

] 7.0
m Fixed
Adjustable
66 - — — B E | T u J -
6.2
58
54
S S S SRS 50
Q104 Q105 Q1-06 Q107 Q1-08 1+06 7-06 107 7-07 108 7-08
Households and Non-Profit Surveyed Tightening Standards for
" Organizations Home Mortgages ® % Loans (net %)
55| ~——Commercial & industrial ~—
0 % Real estate
60+ —_ Consumer  ---- -
8 12
L —_——— -
6 I | | | 9 30
T A e
4 6
mmmm Level ($bn) 0
2 Yoy % ch (rhs) 3 BL TN S~ _____
0 0 -30
Q104 Q105 Q106 Q107 Q108 Q104 Q105 Q106 Q107 Q108

Construction Employment (mn, sa)

Residential Investment and Real Housing Prices
175

Residential investment

. Case & Shiller real housing price
55 -~ — = =~ — — — —

1T . i —

(S S NS .

95 b N

(2000=100)
75
106 7-06 +07 7-07 108 7-08 Q104 Q105 Q106 Qto7 Q108
Nominal Housing Price Indexes OFHEO Nominal Regional Housing Price
20 (yoy % ch) " Index (yoy % ch)

Case & Shiller Composite-20

-24 +——r—r—T——r———— T Tt

e

—— Middle Atlantic
South Atlantic
LA Pacific
West South Central

Sources: US Census, National Association of Home Builders, Dept. of Labour, Federal Housing Finance Board, Bureau of
Economic Analysis, Standard & Poor’s, Bureau of Labour Statistics, OFHEO
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CANADA

Construction Investment
(sa)

740 5

mmmm Level (Can$ bn at 2002 prices, ar)
Yoy % ch (rhs)

680 10
620 5
560 0

Q104 Q1-05 Q106 Q1-07 Q108

Housing index
160

(1992=100)

112

106 7-06 107 7-07 108 7-08

Permits Issued (Can$ tn, sa)

8
m Total buildings m Homes
7 4 ==
6 I I I
5 I — L B p ] -
4
3
2 1- = 1- 1- Y t 1-
106 7-06 107 7-07 +08 7-08

Residential Investment and Real Housing Prices

Residential investment

Real housing price (2000=100)

100

Q104 Q105 Q106 Q107 Q108

400

350

300 -

250 A

250

240

230

220

210

200

190

180

Q1-04

520

490

460

430

400

370

15

Construction Investment by Type
(level, Can$ bn at 2002 prices, saar)

Q104

m Residential
W Other Construction

Q1-05 Q106 Q107 Q108

Housing Starts ('000 saar, 4Q ma)

4Q ma

— Level

Q105 Q1-06 Q07 Q108

Households Mortgages 12

mmm Level (Can$ bn)
——Yoy % ch (rhs)

| 2
“ O
-2

10

1+06 7-06 1+07 7-07 108 7-08

Nominal Housing Prices (yoy % ch)

0

Source: OECD, Canada’s Statistics Agency, CMHC, Bank of Canada
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F

168
160
162
1“a
136
128

120

10

RANCE

Construction Investment (sa)

10
mmmm Level (€bn at 2000 prices, ar)
Yoy % ch (rhs) 8
6
4
2
0
-2
Q104 Q105 Q106 Qo7 Q108

Residential Activity (12m ma)

—— Permits _
Starts (Jan 2006=100)

85

106 7-06 107 7-07 108 7-08

Construction Employment (mn, sa)
155
150
145
140
135
130
125

Q104 Q105 Q106 Q107 Q108

Residential Investment and Real Housing Price

190

170 A

90

——— Residential investment
Real housing price

(2000=100)

Q104 Q1-05 Q1-06 Q107 Q108

Construction Production Index and
Confidence Indicator (sa)

130

—— CPI(2000=100)
——— CCl (% balance, rhs)

112

106 7-06 107 7-07 108 7-08 109

Non Residential Activity (12mma)

-20

-30

Starts (Jan 2006=100)
80
106 7-06 107 7-07 108 7-08
Households Mortgages
720 18
I Level (€bn)
Yoy % ch (rhs) "
640 /\,_/\
| “
560 1 i NN 1
12
) ‘ ‘ ‘ ‘
10
400 8
106 7-06 107 7-07 108 7-08

Nominal Housing Prices (yoy % ch)

0

Q104 Q105 Q106 Q107 Q108

Sources: OECD, Ministere de I'Equipement, INSEE, European Commission, Banque de France
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ITALY

139

135

131 4

127 |

123

135

10

20

10

-10 |

-20 +

-30

-40

170

Construction Investment

(sa) .
mmmm Level (€bn at 2000 prices, ar)
Yoy % ch (rhs) o
3
0
-3
Q1-04 Q105 Q1-06 Q107 Q108
Construction Production Index
(sa)

(2000=100)
Q104 Q*05 Q1-06 Q107 Q1-08
Confidence Indicator
(% balance, sa)

T Orderbooks ~ —~~~~7~~ 1
—— Employment expectations
106 7-06 107 7-07 108 7-08 109

Construction Employment (mn, sa)

Q104 Q105 Q106 Q107 Q1-08

Sources: ISTAT, European Commission, Banca d'ltalia, ISAE
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Construction Investment by Type
(level, €bn at 2000 prices, saar)

85
W Residential m Other construction
75
65
55
45
Q104 Q105 Qt06 Qto7 Q108
Construction Confidence Indicator
° (% balance, sa)

-30 - Euroarea-—— -~~~ ~~~~~——---%
-35
106 7-06 107 7-07 108 7-08 109
Civil Works Book of Orders
30 (assessment of levels and expectations)

15

Levels (sa)
—— Expectations (nsa)

-45
106 7-06 107 7-07 108 7-08
Households Mortgages
280 25
mmm | evel (€bn)
260 /\/\Yoy % ch (rhs) 20
240 15
|1
220 LA 10
200 5
N
180 ‘ | N 0
106 7-06 107 7-07 108 7-08
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SPAIN

Construction Investment (sa)

130
mmmm Level (€bn at 2000 prices, ar)
Yoy % ch (rhs
20
10
100
90
Q104 Q105 Q106 Q107 Q108

Housing Activity (12m ma)
170

150

130 +

110

90

70 L Works completed - -~~~ -
——— Permits issued (Jan 2003=100)
50
106 7-06 107 7-07 108 7-08
Construction Employment (mn, sa)
2.8

2.6

2.4 A

2.2 A

20

Q104 Q105 Q1-06 Q107 Q108

Residential Investment and Real Housing Price
205

Residential investment

00 | Real housing price  ____________
175
160
“5
180

(2000=100)
"W +——t—t—t—t—t—t—t—t+—t——+—
Qt04 Q105 Q106 Qto7 Qto8

“2

135

128

100

70

610 +

525 1

440 +

355 1

270 1

20

Construction Production Index and
Confidence Indicator (sa)

50

35

20

| —— CPI(2000=100)
——— CCI (% balance, rhs)

106 7-06 +07 7-07 108 7-08

Housing Starts (12mma)

(Jan 2003=100)

106 7-06 107 7-07 108 7-08
Households Mortgages
42
mm Level (€bn) Yoy % ch (rhs)
36
30
24
18
2
6

Q1-04

Q1-05 Q1-06 Q107 Q108

Nominal Housing Prices (yoy % ch)

Sources: INE, European Commission, Banco de Espana, OECD
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BELGIUM

Construction Production Index and Confidence

Indicator (sa)
125 10

110

95

80 -5
651 ——CPI(2000=100) -~~~ -~~~ -0
——— CCI (% balance, rhs)

50 ‘ ‘ ‘ ; ; -5
106 7-06 107 7-07 108 7-08 109
Permits Issued for Residential Buildings
('000, sa)

6.0
55
5.0
45 3 --41-4
1]
106 7-06 107 7-07 108 7-08

Sources: European Commission, Belgostat

BULGARIA

Construction Production Index (yoy % ch, sa)
40

(2000=100)

106 7-06 107 7-07 108 7-08

Sources: Eurostat, European Commission
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-35

Construction Activity: Demand Prospects
(% balance)

Buildings Public w orks (rhs)

-28 ‘ ‘ ‘ ‘ ‘ -8
106 7-06 107 7-07 108 7-08 109
Permits Issued for Non Residential Buildings

(mn m3, 3mma)
50
45
4.0
35
3.0
25
106 7-06 107 7-07 108 7-08

Construction Confidence Indicator (% balance, sa)

1-06 7-06 107 7-07 108 7-08 109
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G

155

REECE

Construction Production Index (w da)

N -

st f-- -

10

95

| M DA N S ¥ S —_— -

65

50

(2000=100)

Q

20

104 Q*05 Q106 Qto7 Q108
Urban Areas Nominal Housing Price Index
(yoy % ch)

-4

77777 —— Otherurban - - - - — - —— - ——
— Athens

Q104 Q105 Q106 Q107 Q108

Construction Confidence Indicator (% balance, sa)
15

106 7-06 107 7-07 108 7-08 109

Construction Activity

(12mma, '000)
9.0 0.85
R e Bt S +0.80
80 f----—--—----- 1075
75 1070
7.0 1065
6.5 1060
60 I -——PIPdisb. (rhs,€mn) .- -~ 1055
= Permits
ss o vt o ! 050
+06 7-06 +07 7-07 +08 7-08

Sources: European Commission, Bank of Greece, Ministry of Economy and Finance, National Statistical Service

MOROCCO

12

Real Construction Value Added
(level and yoy % ch, ar)

mmmm Level (MADbn at 1998 prices, ar)
Yoy % ch (rhs)

Q104 Q105 Q106 Q107 Q108

Source: Haut-Commissariat au Plan
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Cement, Lime and Gypsum Production Index

210

(1998=100)

150 t t t t t t t t t
Q2-06 Q4-06 Q2-07 Q4-07 Q2-08
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TURKEY

Construction Investment Total Buildings Works Completed (mn m2, 12m ma)
2 24 6
" 20
5 - - -
10 16
9 ) 4
8 8 3 I |
7 I 4
o || mmmm Level (YTLmn at 1998 prices, ar) 0 21 i
Yoy % ch (rhs)
5 -4 1
Q104 Q1-05 Q106 Q107 Q108 106 7-06 107 7-07 108
Construction Employment (mn, 4Q ma) Total Buildings Permits Issued (mn m2, 12m ma)
13 2
114
12
10
11
9 B
10
8
0.9 7
Q1-04 Q105 Q106 Q107 Q1-08 106 7-06 107 7-07 108
Sources: OECD, SIS (State Institute of Statistics)
Real Construction Value Added Construction Production Index
(level and yoy % ch)
10500 _ 20 Index number (2002= 100)
I Level (EGPbn at 06-07 prices)
Yoy % ch (rhs)
9000 - 7
7500 - 4%
6000 - 1"
4500 A 8
Q3-06 Q3-07 Q3-08 Q105 Q106 Q107 Q108

Source: Ministry of Finance
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THAILAND

Construction Investment

(sa)
340 25
mmmm Level (THBbn at 1988 prices, ar)
320 + Yoy % ch (rhs) 20

300 15

280 10
260

240

220
Q104 Q105 Q106 Q107 Q108

Construction Sentiment Index
70

—— Present

—— Expected 3m ahead
60

40

(hint: over 50 = expansion)
30 : : :

1-06 7-06 07 7-07 108 7-08

Construction Areas Permitted (mn m2, 12mma)
14

13

12

11

10

0.9

Residential
Non residential

0.8

0.7

1-06 7-06 107 7-07 108 7-08

Construction Employment (mn, 4Q ma)

Q104 Q105 Q106 Q1-07 Q1-08

Source: Bank of Thailand
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Construction Investment by Type

200 (THBbn at 1988 prices, saar)

180

160

40

120
Public

—— Private

100

Q104 Q105 Q106 Q107 Q1-08

Construction Materials Production
180

165

150

135

(2000=100)
120 }

106 7-06 07 7-07 1-08 7-08

Housing Starts in Bangkok and Vicinity (12mma)
6.8

6.5

6.2

59
5.6
53
106 7-06 107 7-07 108 7-08
Personal Housing Credit
900 20
I Level (THBbn)
800 Yoy % ch L 18
700 - %
600 1
500 r 12
400 -0
-8

Q1-04 Q105 Q106 Q107 Q1-08
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INDIA

Real Construction Value Added
(level and yoy % ch, ar)

2.8

mmmm Level (INRtn at 99-00 prices, ar)
Grow th (rhs)

25+

22 +

19 1

16 +

13

10

Q104 Q105 Q106 Q107 Q108

Sources: OECD, Office of Economic Advisor

CHINA

Nominal Construction Investment in Fixed
Assets (yoy % ch)

23

20

17

106 7-06 107 707 108 7-08
’ Buildings Activity (12m ma, yoy % ch)
B oo
st -
e A4 HL-------------"" -
R ILEL ] M I
s ININNL]
L
0

106 7-06 07 7-07 108 7-08

Sources: OECD, National Bureau of Statistics, Ehomeday
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Cement Production (mn tonnes)

1+06 7-06 107 7-07 108 7-08

Real Estate Climate Index

99
106 7-06 107 7-07 108 7-08
House Price Index (yoy % ch)
50
——— HPI Shanghai
40 - ——— HPI 70 major cities (rhs) —
30
20
0
0
-10
106 7-06 107 7-07 108 7-08
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il

page 13



