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HIGHLIGHTS

Particularly adverse weather conditions have negatively affected construction invest-
ment in Q1 10 in almost all the Group's advanced economies.

Also putting seasonal effects apart, earlier indications on the current year show that a
clear-cut rebound is still far from materialising on both Atlantic sides. In the US confi-
dence and other leading indicators confirm the weakness of the residential sector for
which only a tepid recovery may be expected at the end of 2010 (see also below).

In Europe, both construction production and building permits keep trending down-
wards severely (in Q1 10 down nearly 20% and 50% respectively compared to their
peak). The decline in housing investment is milder than in the US, while construction
confidence has slightly rebounded since H2 09, although from an extremely de-
pressed level. Short-term prospects remain gloomy due to the unfavourable statistical
carry-over effect, the tightening of fiscal policy after the Greek turmoil, and the overall
subdued macroeconomic condition.

The emerging area keeps expanding at a robust pace still driven by Egypt, India and
China. In this backdrop, Thailand is clearly recovering (see also below), while also
Turkey is improving its construction performance rapidly.

COUNTRY FOCUS

In the US, construction investment showed steep declines in Q1 10 in all segments,
exacerbated by bad weather. The residential sector pulled back in Q1 (-2.9% qoq) af-
ter trending upward in Q3 and Q4 09. Signals from sectoral indicators remain mixed.
On the one hand, affordability was close to its historical high in Q1 and the house-for-
sale/house-sold ratio regained pre-bubble levels in April. On the other hand, both the
Housing Market index and data on housing permits and starts (both referred to May)
show that the end of the homebuyer tax credit in April is taking its toll. In addition,
foreclosures are still increasing dramatically; pressure on supply from distressed sales
will thus continue to be a limiting factor and amplifies the risk of a further leg down in
home prices. The non-residential sector is still free-falling (-4.1% qoq), with lodging,
office and commercial declining the most. Also public works (-4.5% qoq) do not pre-
sent a favourable outlook as they are benefiting from the infrastructure stimulus plan
only to a limited extent given the strained fiscal balances of most states.

In Italy, construction posted only a mild decline in Q1 10 (-0.3% qoq). However, pros-
pects remain gloomy for the rest of the year even assuming some improvement in the
housing sector as witnessed by the last survey conducted by the Bank of Italy (the
number of home sales has increased slightly in April and house prices have stabi-
lised). The non-residential component is expected to remain mired in recession also
this year as a consequence of the weakness of demand and still unfavourable financ-
ing conditions. As for public works, worries are mounting relative to the short-term
prospects mainly given the substantial cut in transfers to local governments.

In Thailand effects on the construction sector from the political upheaval were short-
lived. As a matter of fact investment has performed buoyantly in Q1 10 (+5.1% yoy)
and coincident and leading indicators anticipate further robust growth in the next few
months. The upward trend in the economic cycle and the improvement of investors'
confidence is expected to support the private component, while public investment is
set to accelerate thanks to the implementation of the second phase of the current e-
conomic stimulus package (worth over €36bn).
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COUNTRY FOCUS

MAIN CONSTRUCTION INDICATORS

Indicators* Construction Construction House
Production Investment Prices

2007 2008 2009  Latest 2007 2008 2009 Latest 2007 2008 2009  Latest
USA -17.9-304-285 46 Apt" |-51 -70 -155 -88Q1 |-3.8 -158-13.3 2.3 Mar

Canada 39 30 -66 29Feb 29 22 -87 42Q1 74 29 -3.0 4.0Apr

France 1.7 06 -61 -67Apr (42 -08 -56 -7.2Q1 65 13 -71 1.9Q1
Italy 6.2 -04 -114 -6.5Q1 01 -34 -79 -41Q1 53 27 -38 -41H209
Spain -43 -16.3-11.0-16.7 Apr 3.2 -55 -11.2-10.6 Q1 58 0.7 -74 -47Q1

Belgium 23 12 -67 -16Mar 22 -04 -34 -35Q1%? -
Greece 143 78 -204-302Q4 -53 -191-113-216Q4 38 26 -1.8 -1.9Q4%®

Bulgaria 27.8 -36 -14.3-23.4 Apr 217 204 -26.9-149Q1" 289 249 -21.4-17.8Q1

Turkey - 58 -69 -15.0-65 Q4 -
Morocco - 103 94 17 6.1Q4% -

Egypt - 15.8 11.8 142 12.5 Q4? -

China - 238 3.0 455 244Ap® 76 65 24 12.4 May®
Thailand - 26 -42 05 51Q1 -43 -139-92 -17.0 Q1
India - 11.0 63 57 87Q1? -

Notes:

* 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; © 70 major cities
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MAIN CONSTRUCTION INDICATORS

Construction Production Index and Confidence

Indicator: Euro Area (sa)
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UNITED STATES

Construction Investment (sa)
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Construction Investment by Type (yoy % ch, sa)
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UNITED STATES

” Home Vacancies (mn) Households and Non-Profit
» Organizations Home Mortgages ®
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Sources: US Census, National Association of Home Builders, Dept. of Labour, HSH Associates, Bureau of Economic Analy-
sis, Standard & Poor’s, Bureau of Labour Statistics, OFHEO
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CANADA

Construction Investment

(sa)
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FRANCE

Construction Investment

(sa)
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ITALY

Construction Investment

(sa)
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SPAIN

Construction Investment
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BELGIUM

Construction Production Index and Confidence
Indicator (sa)
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GREECE
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GREECE (cont.)
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TURKEY

Construction Investment Total Buildings Works Completed (mn n?, 3mma)
2 30
mmmm Level (YTLmn at 1998 prices, ar) 80

Yoy % ch (rhs)

1 L 20 70
10 - 10 6.0
9 0 5.0
8 -10 4.0
7 - -20 3.0
Q*05 Q*06 Qto7 Q+08 Qt09 107 7-07 108 7-08 109 7-09
Construction Employment (mn, 4Q ma) Total Buildings Permits Issued (mn n?, 3m ma)
130

125

120

115

110

105 +————————————————+— 5
Q105 Q+06 Qo7 Q108 Q109 107 7-07 108 7-08 109 7-09 +10
Sources: OECD, SIS (State Institute of Statistics)
Real Construction Value Added (sa) Cement, Lime and Gypsum Production Index
13 o 227
mmmm Level (MADbn at 1998 prices, ar) (1998=100)
12 12
Yoy % ch (r 215
1 10
203
10 8
9 6 191
8 4 179
7 2
67
6 0
5 -2 165
Q105 Q106 Q*07 Q108 Q109 Q2-06 Q4-06 Q2-07 Q4-07 Q2-08 Q4-08 Q2-09 Q4-09

Source: Haut-Commissariat au Plan

N. 2 — June, 17" 2010

page 12 ITALCEMENTI GROUP-SESO - Construction Profile



EGYPT
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CHINA
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THAILAND

Construction Investment Construction Investment by Type
365 (sa) 30 0 (THBbn at 1988 prices, saar)
mmm Level (THBbn at 1988 prices, ar)
340 Yoy % ch (rhs) | 20
315 L 10
290 0
265 - -10
— Private Public
240 H L 20 135
Q105 Q106 Q107 Q108 Q109 Q110 Q105 Q106 Q107 Q108 Q109 Q110
Construction Sentiment Index Construction Materials Production Index
70 170
— Present

—— Expected 3m ahead

167

1“4

131

——— CMPI (2000=100)
—_—12mma

(hint: over 50 = expansion)

30 118
107 707 108 7-08 109 7-09 +10 107 707 108  7-08 109 7-09 110
Construction Areas Permitted (mn m2, 12m ma) Housing Starts in Bangkok and Vicinity ('000, 12m

12 88 .

—— Residential

MENA- "~~~ o~~~ Non residential - 8.3

10 78

0.9 73

07 6.3

0.6 5.8+
07 707 408 708 *09 7-09 +10 107 707 108 7-08 109 7-09 110

Personal Housing Credit Nominal Housing Price (yoy % ch)
1100 B 15
I Level (THBbn)
0,

950 | Yoy % ch %

800 ”

650 | )

500 1 0

350 | 8 20

Q05  Qt06 Q+07  Qto08 Q*09 Q10 Q*+05 Q*06 Q+07 Q*+08 Q*09 Q+10

Source: Bank of Thailand

N. 2 — June, 17" 2010

page 14 ITALCEMENTI GROUP-SESO - Construction Profile



INDIA

Real Construction Value Added
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