COMMITTEE FOR EUROPEAN
CONSTRUCTION EQUIPMENT

European construction
equipment performs
well in a global context

Deow reader,

elcome to the new CECE Annual
Economic Report, the third edi-
tion in the new format.

The report contains an overview of the
macro economic situation in Europe, in-
sights on the construction and mining indus-
tries, and then focusses on the construction
equipment industry for an in—depth look
at how the CECE sector is performing. For
the first time, the report this year also in-
cludes information from the national CECE
member associations, shedding more light
on regional developments in the European
construction equipment sector.

The CECE Annual Economic Report is pub-
lically available at www.cece.eu to help
promote the knowledge and understanding
of the sector amongst a wider audience.
The European construction equipment in-
dustry is an important part of the European
engineering sector, and plays a significant
role in the economy of the European Union
and its direct neighbours. The sector offers
all kinds of “work tools” used in construc-
tion and related industries, and is instru-
mental in boosting economic development
and societal improvement. It includes ma-
chines such as road making equipment,
earthmoving machines, concrete equip-
ment and tower cranes.

The sector’s durable and innovative machin-

ery, manufactured by thousands of employ-
ees and used and maintained by thousands
of others, helps to build the houses, offices,
schools, factories, railways, roads, bridges,
tunnels and canals that connect people,
boost economies and serve citizens across
Europe and the world.

The European construction equipment in-
dustry represents about 5% of total EU
engineering output and accounts for ap-
proximately 20% of worldwide production
of construction equipment. Manufactur-
ers are principally small and medium-sized
companies, but there are also large Euro-
pean and multinational companies with
production sites in Europe.

Small or big, the common denominators
are the capacity to innovate, the high level
of product diversity and the large com-
plexity in the manufacturing supply chain.
The sector is a key example of Europe’s
engineering leadership and, in other words,
is a fundamental asset in constructing the
sustainable and competitive economy that
Europe needs to be fit for the future.

This report is produced by a small group of
people from the CECE member associations
and the secretariat in Brussels. We hope it
provides you with valuable new insights
and wish you pleasant reading. Comments
are always welcome and can be directed to
info@cece.eu.

The CECE teamv
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MACROECONOMIC VIEW

Fastest expansion since the
global economic crisis

The EU economy has continued to glide forward in 2017, with the help of a number of positive factors. Favourable
financing conditions have persisted via helpful monetary policies, the employment market has continued to
improve, general confidence has continued to rise, and there has been strong global growth and trade. EU
country economies and the euro area performed well in the first half of 2017, and showed no signs of a slow-
down during the second half. Domestic demand was a significant factor in this growth. The annual growth
rate for 2017 reached 2.5% — the highest since 2007, and up from 1.8% in the previous year. The eurozone’s
recovery turned into a fully-fledged expansion in 2017, as growth took root across the region and investment
finally surpassed the high levels seen pre-crisis.

rozone last year, and showed growth of

3.9%. This was supported by a number of
significant, and often interrelated factors,
such as favourable financing conditions,
increased overseas market demand and
strong business confidence.

I nvestment gained momentum in the Eu-

Corporate investment in the eurozone
has risen to its highest level in a decade

because demand expectations have in-
creased, uncertainty has diminished
and no further obstacles to growth have
arisen. Business sentiment is relatively
strong, reflecting factors such as high
capacity utilisation rates in both the in-
dustry and services sectors, increasing
corporate profitability, and the need for
modernization. A more favourable po-
litical climate has also helped confidence.

Overall, investment in equipment in the
euro arearose by 3.8% in 2017, after show-
ing 5.5% growth in 2016 (boosted by the
27.9% increase in Ireland). The forecast for
2018 is for investment to strengthen again
to 4.5% in 2018, before slowing down
again to 3.7%in 2019. The lower growth in
2019 reflects a maturing investment cycle
amongst the largest euro-area countries.

_ Gross Domestic Product growth in % Gross Investment in equipment in %

] 2016 | 2017 | 2018 | 2019 ] 2016 | 2017 | 2018 | 2019 |

Germany +1.9% +2.2% +2.1% +2.0% +2.2% +2.6% +3.7% +3.0%
France +1.2% +1.6% +1.7% +1.6% +6.2% +1.1% +3.3% +2.6%
UK +1.8% +1.5% +1.3% +1.1% +1.7% -0.4% +1.3% +1.0%
Spain +3.3% +3.1% +2.5% +2.1% +5.0% +5.1% +4.5% +4.1%
Italy +0.9% +1.5% +1.3% +1.0% +7.1% +4.5% +5.3% +2.8%

EU28 |

GDP and investment growth forecast for European countries, source: European Commission, European Economic Forecast, Automn 2017
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CONSTRUCTION INDUSTRY

Output in the European construction sector continued to grow in 2017, and for the first time, showed increases
in all countries. In some countries, it reached its highest level in more than a decade in 2017, while in others,
the level of activity still remains substantially lower than before the economic and financial crisis. The strongest
driver of growth in the construction sector in 2017 was the housebuilding market.

mproving demand in the construction

sector is due to a range of factors. This

includes more robust economic growth,
and the beneficial impact on household
incomes. In addition, corporate profits
have improved, as well as the state of
public finances. Also, low interest rates,
immigration and internal migration flows,
as well as the investment backlog that has
accumulated in areas like infrastructure, is
supporting the upswing in the construc-
tion sector.

Most short term indicators are providing
positive signals for the outlook in the near
future. Indicators of confidence within the
construction industry have reached their
highest levels in almost ten years. The
number of building permits remain at a
high level, and are at their highest since
the end of 2011.This should continue to
encourage investment in construction.
Alongside this, the number of loans for
house purchases continues to increase.
Overall, investment in construction grew
by4.1%inthe euroareain 2017. In many of
the countries that joined the EU between
2004 and 2007, construction investment is
set to expand further, driven by EU funding.

Construction production during recession and recovery (2008-2017)
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Output in the residential sector was
the driver of activity in the construc-
tion market in 2017. Despite this, the
European residential sector is still be-
low 2008 levels, and activity varies
greatly from one country to another.

Residential permits in Germany started to
decreasein 2017, and renovation has prob-
ably peaked, reaching a level of saturation.
In the United Kingdom, there is still room
for further growth. The improved perfor-
mance of the housing sector in France can
largely be explained by the success of the

PTZ (zero interest loan) and Pinel (tax ben-
efits) schemes, that have supported the
sector. Also, some of these new initiatives
are also stimulating housing renovation.

In Italy, the market remains weak, and
activity is below 2007 levels. Residential
output reached a low point as recently as
2015, and new house building is only ex-
pected to pick up in 2018. House prices
have remained flat during recent years,
albeit, some increases have begun to ap-
pear. Housing demand is still weak due to
unfavourable demographics, and for any
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new demand, requirements can largely
be satisfied either by a sizeable stock of
unsold housing, or by renovating existing
dwellings. However, while there are still
publicincentives for homeowners to reno-
vate, activity does seem to be diminishing.

Any growth in housing demand in Spain
in recent years has been related to spe-
cific market niches, and overall activity
remains low. Renovation demand is still
limited by the slow recovery in house-
hold incomes and unattractive subsidi-
sation programmes. However, it is gath-
ering some momentum thanks to the
normalization of the real estate market.

Non-residential construction in Europe
accounts for 32% of total construction
output. The UK is the largest non-resi-
dential market in Europe, followed by
Germany, France, Italy and Spain. The
current level of non-residential construc-
tion activity is relatively high, but is still
15% below the level of the last peak in
2008. The current view is that the mar-
ket peaked in 2017, and will slow down in
the coming years. In CEE countries, both
non-residential construction and non-
residential renovation activity have both

Germany e=@Qmm|taly

Spain United Kingdom

increased rapidly compared with Western
countries. This is due to the impact of EU
subsidies, which are stimulating demand
for agricultural construction and renova-
tion of non-residential buildings, such as
historic buildings and railway stations.

Some changing trends within the com-
mercial sector are reducing the level of
construction activity. This includes the im-
pact of e-commerce (particularly online
shopping), and more efficient use of space
in office buildings. However, the growth
of e-commerce is sustaining demand
for warehousing and storage facilities.

Increased confidence in the economy
across a range of sectors is helping the
current positive outlook. Indicators of
confidence for consumers, the service
sector and retail trade, have all shown an
improving trend since autumn 2016. The
strongest rise has been in the Industrial
sector, which also started to pick up in
autumn 2016, and continued into 2017.
This is expected to carry on, and reach
the record levels seen in 2007 and 2010.

Amongst the bigger non-residential con-
struction markets in Europe, Spain and
France have the most positive outlook.
Industrial production is back on an up-
ward trend in both countries. In France,
lower levels of vacant office space, and
improved levels of job creation in the
service sector are helping to drive de-
mand. Stricter energy laws are also help-
ing non-residential renovation. However,
Germany, the second largest non-residen-
tial construction market, seems to have
reached a saturation point. In the UK,
the outlook is poor due to expectations
of a negative impact from Brexit. In Italy,
the prospects are better, as the non-resi-
dential construction market seems to be
recovering from its most difficult years.

Total non-residential output (index 2015=100)
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Civil engineering accounts for about
20% of total construction output, mak-
ing it the smallest sector within the
construction market by some distance.
(Residential buildings account for 47%,
and non-residential buildings for 33%).
While a recovery has begun in the civil
engineering sector, it remains frag-
ile. The current level of activitiy is still
significantly lower than the period
just before the financial crisis in 2008.
On average, 2.0% of GDP was spent
on civil engineering work during 2017.
Within this, civil engineering output in
Central-Eastern Europe was 2.8% of GDP,
and in Western Europe, it was 1.9%.
The higher share in Eastern Europe can
be explained by a greater need for both
new and upgraded infrastructure. How-
ever, the highest level of spending on
civil engineering work is found in Nor-
way and Finland. This is due mainly to
the mountainous landscape, and the
large distances between populated areas.

In 2017, one third of the civil engineering
sector was accounted for by road con-
struction. Railways accounted for 15%
and other modes of transport (mainly
airports, waterways, and harbours)
represented 7% of the civil engineer-
ing market. This means that non-trans-
port infrastructure accounts for about
45% of the civil engineering market.

The strongest sub-sector within civil engi-

Total civil engineering output (index 2015=100)

neering in 2017 was construction of roads,
railways and telecommunications. For ex-
ample, the volume of railway passengers
has grown by about 20% since 2006 and,
according to Eurostat, the number of cars
has increased by almost 10% during the
same period. A challenge facing many
countries has been the need to cut back
on infrastructure spending due to on-
going financial deficits and public debt.
However, growing problems with traffic
congestion and bottlenecks on the rail-
ways have been forcing a growing number
of European states to step up the level of

transport infrastructure investments.
In the major markets for civil engineering
work in Europe, the emphasis has been
different across the countries. The two
biggest markets for railway construction
in 2017 were Germany and Italy. Activ-
ity in the energy sector was significant in
the UK market, due mainly to a couple of
major power plant projects (Horizon, Hin-
kley Point). In France, telecommunication
was the most significant area of activity.



GLOBAL MINING INDUSTRY

Improving commodity prices and better financial results amongst global mining companies point towards im-
proving demand for mining equipment.

fter a number of years of decline,
Athe global mining market began to

stabilise in 2016. A review of 2017
shows that further progress was made,
and the market was clearly on an upward
trend, with commodity prices improving,
and capital expenditure and exploration
increasing. As overall profitability im-
proves amongst the major global mining
companies, prospects look much better
for mining equipment demand.

The latest analysis from industry experts,
including Parker Bay, suggest that 2017
was a year of recovery, and prospects
for equipment sales should continue
to improve in 2018. It is estimated that
spending on equipment accounts for ap-
proximately 35% of total capital expendi-
ture by mining companies, and will be
influenced significantly by overall profit-
ability and capital investment decisions.

The Parker Bay Company monitors de-
liveries of surface mining equipment on
a quarterly basis, as shown below. This
shows how a low point was reached in
Q2 2016, but since then has been on a
steady upward trend. Parker Bay’s analysis
of surface equipment includes deliveries
of excavators, wheel loaders and dump
trucks, as well as more specialist min-
ing equipment such as hydraulic shovels.

The latest update of the surface min-
ing equipment index for Q4 2017 shows
a 7% increase in shipments compared
with Q3. For the full year, all equipment

types showed a year-on-year increase
in 2017, except wheel loaders, which
declined by 1%. Strongest demand was
for excavators and bulldozers, showing
a 27% increase. In regional terms, mines
in Australasia and Russia/CIS led the ex-
pansion in 2017, while Africa and Latin
America also showed solid increases.

North America, Europe and the Mid-
dle East have shown the weakest recov-
ery. Coal mines continued their surpris-
ingly strong demand and accounted
for 47% of all equipment shipped
worldwide in 2017, on a unit basis.
These increases in shipment levels in 2017
were accompanied by the first substan-
tive increase since 2013 of the active ma-
chine population, which increased over
the past year by 4.5% to nearly 74,000
machines in operation in the mines.

An assessment of mining and equipment
markets has led Parker Bay to conclude
that the market for surface equipment will
continue to record strong gains in 2018.

Even after the increase in shipments last
year, the overall market is still at least 50%
below the peak levels seen in 2012. With
favourable mineral pricing and demand ex-
pectedtocontinue, minersare likely to con-
tinue stepping up capex plans, which will
stimulate further demand for equipment.

It is difficult to assess how the European
equipment and component manufactur-
ing industry will benefit from the recovery
in the global mining market. Estimates
for the mining equipment market sug-
gest that Western and Eastern Europe to-
gether account for approximately 10-15%
of global demand for mining equipment
(surface and underground), and approxi-
mately 15-20% of global production, with
Germany being a leading global producer.

As Europe has a leading position as an
equipment supplier to the mining in-
dustry, it is to be hoped that increas-
ing capital expenditure by global min-
ing companies will provide improving
demand for European suppliers in 2018.

Parker Bay's Surface Mining Equipment Index
based on value of shipments by quarter in constant S's; 1Q 2007 = 100




EQUIPMENT MARKET

After a very strong first quarter (+21%), growth slowed down in the second quarter (+4%), before taking off
in Q3 and Q4 (17% and 23%, respectively). Current levels of sales are on par with the levels seen in 2006 and
2008, but the industry is still 20% below the 2007 peak. With the exception of Turkey, all countries and regions
saw increasing sales in 2017. Most parts of Western Europe including the Nordic countries, the UK, Germany,
Benelux, Austria, and Switzerland are at, or close to, historical record levels. The troubled markets in Southern
Europe and Central and Eastern Europe showed growth at above average levels. As a result, the North-South
disparity is gradually becoming less pronounced. The Russian market picked up significantly in 2017, but is re-
covering from a very low level of activity, and remains a long way below its pre-crisis levels.

EARTHMOVING EQUIPMENT

ales of earthmoving equipment in
S Europe (including Russia and Turkey)

grew by 18% in 2017, to reach a
level of 170,000 units. This marked the
highest sales volume since the economic
crisis in 2008/09. The apparent slow-
down in growth in the second quarter was
more a statistical effect than a real market
trend, as sales were being compared with
Q2 2016, which was the strong “bauma
quarter”.

The top three volume markets Ger-
many, the UK, and France all recorded
double-digit sales increases between
10% and 20%. Along with the Nor-
dic countries (+14%), Benelux mar-
kets (+20%) and Austria/Switzerland
(+9%), Western European equipment
sales continued their positive develop-
ment, and are all at very high levels. The
Southern European market also showed
very strong growth, reaching 35%, led
by strong growth in Italy and Spain.

However, it is still clear that recovery
to traditional levels of demand remains
a long journey for these markets. CEE
markets (+27%) found their way back
to growth after a bad year in 2016.

Standard and heavy equipment (+22%)
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saw slightly higher growth than light
equipment (+16%) in 2017. All products,
except backhoe loaders and motor grad-
ers — which showed minor declines due
to the weak Turkish market — saw dou-
ble digit increases in sales. In the large
volume categories, sales of mini excava-
tors grew by 23%, compact wheel load-
ers sales went up by 17%, and crawler
excavators saw an 18% sales increase.
In addition, sales of heavy wheel load-
ers grew by 26% and wheeled excava-
tor sales went up by 24%. In the lower
volume equipment ranges, the heavier

products of dozers, rigid dump trucks,
and ADTs, showed the strongest sales.
The main reasons for this were the re-
covery in the mining and quarrying sec-
tor, higher levels of road construction,
and improved levels of investment by
rental companies. Overall demand from
the rental sector was very strong in 2017,
with many companies renewing or ex-
panding their fleets. As a result, the rent-
al share of new earthmoving equipment
sales in Europe went up further, and al-
most reached 40% across all markets and
products.



ROAD EQUIPMENT

Sales of road equipment in Europe
grew by 9% in 2017, and similar to
earthmoving equipment, reached the
highest market volume since the eco-
nomic crisis. Road equipment is still
the construction equipment sub-sector
which has achieved the highest level
of recovery in the post-crisis period.

In terms of individual countries within
Europe, the largest road equipment mar-
ket Germany, recorded a small decline in
sales of 3% in 2017, following record-high
levels the previous year. France (ranked
second in Europe), and the UK (the third-
largest market), saw solid growth of 17%
and 11%, respectively. The strong perfor-
mance of the Nordic markets continued
in 2017, with road equipment sales grow-
ing by 18%. Austria/Switzerland (+10%)
and Benelux markets (+3%), are also at
very high levels of demand. The recov-
ery in Southern Europe gained some mo-
mentum in 2017, with sales growing by
19%. However, the North-South dispar-
ity in this sector is more significant than
it is in the earthmoving sector. In Central
and Eastern Europe, the market grew by
15% and, finally, the Russian road equip-
ment market recorded the highest level
of growth in sales within Europe, at 32%.

Light compaction equipment is the larg-
est segment from a volume perspective,
and saw sales growth at slightly below
average levels, at only 8% in 2017. This
included vibratory plate sales at single-
digit levels, and a decline in sales for
pedestrian rollers. Performance in the
heavy segment was stronger, with sales
of self-propelled rollers expanding by
11%. Within this segment, single-drum
rollers and trench rollers were the most
dynamic products, while in contrast,
sales of asphalt pavers were flat in 2017.

CONCRETE EQUIPMENT

The trend of above-average growth in
the building construction equipment in-
dustry which began in 2016 saw, a con-
tinuation in 2017. Fuelled by growth
in the residential and non-residential
building sectors, equipment manufactur-
ers recorded a third consecutive year of
growth. However, the sector still remains
at an early stage of recovery, and many of
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the markets that collapsed during the cri-
sis are still at very low levels of demand.
Sales of concrete equipment in Europe
grew by 11% in 2017, with momentum
growing during the year. After sales growth
of only 5% in Q1, the market picked up and
reached 18% growth in the last quarter.

However, volatility within the indus-
try calmed down compared with 2016.
Similar to 2016, the best performing
product group was truck mixers, which
showed an 11% increase in sales. Con-
crete pumps and light equipment (saws
and vibrators) also saw improved sales,
while mixer systems were flat. The
number of batching plants sold in Eu-
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rope did not manage to keep up with
2016 levels, and saw a decline in 2017.
In terms of the major markets in Europe,
France and Germany are at similar levels of
sales after experiencing differing fortunes
in 2017. This saw France growing by 11%,
while Germany saw a small decline of 1%.

The recovery in Italy continued in 2017,
and markets like Austria/Switzerland, Ben-
elux, and Nordic countries all remained
stable. The UK saw a slight decline, after
a strong year in 2016. Russia and Spain
had the highest growth rates in 2017,
but despite beginning recoveries, both
markets are still at extremely low levels.

Q3 2017 Q42017

+165%

Russia Spain Turkey UK

Construction equipment sales in major European markets compared to previous year in %



TOWER CRANES

Lifting equipment is the second of the
two segments within CECE’s building
construction machinery sector. In 2017,
tower cranes showed a 36% increase in
sales, which made it the fastest grow-
ing segment within Europe. Sales saw an
increasing momentum during the year,
with Q4 sales reaching 50% growth com-
pared with the same quarter in 2016. It
is not unusual to see higher percentage
changes in this segment compared with
earthmoving and road equipment, due
to the lower level of unit sales volumes.

In 2016, France replaced Germany as
the largest market, and retained this po-
sition in 2017, after growing by around
40%. However, the German market saw
even higher growth rates of almost
60% in 2017. The other significant Eu-
ropean markets saw very mixed results
in 2017. The UK market was flat, while
showing some signs of growth. Austria
and Switzerland saw a continuation of
growth at high market levels. Growth in
the Nordic markets was extraordinar-
ily strong, as were the Benelux markets.
CEE countries continued their recovery,
but so far, have not met growth expec-
tations. Russia did see some momentum
in 2017, but the market is still a long way
from pre-crisis levels. In the Southern
European markets, only Italy is show-
ing a noticeable sign of growth in sales.

SUMMARY AND OUTLOOK

After seeing modest growth in 2016, the
European construction equipment indus-
try saw a boom in growth in 2017, with
momentum growing during the year.
Disparities between the North and the
South still persist, but thanks to above-
average growth in Southern Europe, they
are less significant than in recent years.
Many parts of Northern and Western Eu-
rope are at, or close to, historically high
levels of sales. The 15% sales increase in
2017 positioned Europe among the best-
performing world regions for the third
year in a row. China provided the “stand
out” growth performance in a global con-
text last year, after five extremely difficult
years. Most parts of Asia, North America,
Latin America, Oceania, and Africa all saw
double-digit growth in construction equip-
ment sales. Only the Middle-Eastern mar-
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ket recorded a decline in 2017, due main-
ly to the impact of weak oil and gas prices.

There are currently no signs of a slow-
down in global growth in equipment sales
on a cyclical basis, and a double-digit in-
crease in sales in 2018 is a realistic scenar-
io at a global level. There are a number of
factors driving demand. The construction
industry is in good shape in most markets,
and improving commodity prices and a
recovery in the mining sector is providing
further support. However, the growing
threat to free trade and the risk of a global
trade war pose a severe risk to the world
economy. It is not clear yet if this will
have an impact on the equipment market,
and possibly result in changes in com-
petitiveness between different regions.

On the European market, there is wide-
spread optimism. For example, the CECE
Business Barometer reached new heights
at the beginning of 2018. The February
index value surpassed the previous re-
cord levels seen in the spring of 2017,
with 75% of European manufacturers
describing their current business as good
or very good, and another 21% consid-
ering business to be satisfactory. This is
the most positive opinion ever recorded
by the monthly CECE survey. However,
there were some differences between
the product groups. While around 70% of
earthmoving and road equipment manu-
facturers anticipate further sales growth
(and nobody expects declines), only 40%
of concrete equipment producers expect
to see more growth. Furthermore, 20%
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of concrete equipment producers be-
lieve their business may decline during
the next six months. Component manu-
facturers were the most optimistic in the
February survey, with almost 80% of com-
panies anticipating additional growth.

Major markets in Northern and Western
Europe that are experiencing histori-
cally high levels of sales, are unlikely to
see further substantial growth in the
near future. However, stabilization of
demand at current market levels would
be widely considered as good news, and
the risk of any severe declines in sales is
very low. These views are also reflected
in recent CECE Barometer survey results,
where a clear majority of manufactur-
ers expect good business in Scandinavia,
the UK, Germany, Benelux, and France.

Southern and Eastern Europe should
again be the regions that contribute sub-
stantially to overall growth in Europe.
Italy, Spain, and Portugal are all rated
very positively by the manufacturers sur-
veyed in the CECE Barometer. The Ital-

How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

The construction sector and business
services in Sweden are both growing
rapidly. Industrial production is gain-
ing momentum, and is expected to
show an increase of 3% during 2017,
after more modest growth in 2016.
The automotive industry is the most
significant driving force within the
Swedish industrial production sector.
The market for construction equip-
ment was also positive in Sweden in
2017. Domestic sales showed a nota-
ble increase compared with 2016, and
exports showed even stronger growth.
Amongst the different product groups,
attachments and mining (including un-
derground equipment) showed the
most significant increase in exports.
A key driver in the Swedish market is
increased demand for modern, safe
machines with good environmental
performance, and low operating and
maintenance costs. Within the con-

ian market has taken some significant
steps on the road to recovery in 2016 and
2017, and any further substantial growth
would start to have a noticeable impact
on the overall market situation. For Spain,
the challenge is to extend the recovery
to a wider range of sub-sectors within
the construction equipment industry.

Equipment demand in CEE countries is
being driven by a strong upturn in the
construction industry, and further growth
should follow in 2018. A clear majority
of manufacturers are expecting further
positive momentum in the 12 young-
est EU member states. At the Eastern
tip of Europe, the recovery of Russia is
set to continue with the erratic growth
pattern seen last year, likely to turn into
more modest and sustainable growth.

Factors that could result in a negative im-
pact on the industry include the looming
free trade crisis that has been mentioned
already, as well as ongoing political and
economic uncertainties, such as Brexit.
However, machine delivery times could

struction industry, demand for equip-
ment has been driven by significant
investment in infrastructure projects,
such as roads and railways. Investment
in the residential sector is also consid-
ered an important driver, although it is
expected to show slower growth in the
coming years. A further market driver
has been the continued high demand
for minerals from the mining industry.

What is the forecast for 2018 ?

The Swedish economy has performed
in a similar fashion to the overall Euro-
pean economy in recent years, show-
ing strong growth. However, the ques-
tion remains as to when the peak will
be reached. After an increase in GDP of
approximately 3.3 % during 2016, last
year showed a modest reduction to 3%
growth. The forecast for 2018 antici-
pates a further reduction of the growth
rate to 2.5%, but this can still be consid-
ered as a stable rate of development.

A factor which is limiting growth within

also become a significant limiting factor
to growth in sales in 2018. As equipment
demand has picked up around the world,
with many regions seeing growth improve
at the same time, manufacturers’ produc-
tion capacities may prove insufficient to
serve all markets at the same pace. A lot
of manufacturers have already reported
some difficulties in obtaining components
from their suppliers at the rate required.
An additional factorin the very strong mar-
kets in Western Europe, is the restricted
availability of machine operators, which
poses a natural limit to equipment sales.
This can result in the genuine level of ma-
chine demand exceeding what is possible
in terms of operational machine supply.

Considering the range of factors which
both support and limit equipment sales,
a 5% to 10% increase in the European
market is a realistic forecast for 2018. This
would mark the fifth consecutive year of
growth for the construction machinery
industry, and may also be the final year
before a downturn in the cycle in 2019.
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Sweden in recent years is a shortage of
labour. Since late 2009, employment
has increased at faster than average
rates. As a result, in 2017 unemploy-
ment was only 6.6% compared with
6.9% in 2016. The forecast for 2018
is for unemployment to fall further
to 6.4%. The main problem is to find
labour with the appropriate skills to
match the needs within industry. This
is a problem that construction equip-
ment manufacturers are experiencing.

Further investment in existing infra-
structure projects is expected to be a
core driver in the domestic market in
2018. Due to strong international de-
mand, and existing order bookings at
well above normal levels, industrial
production is expected to grow briskly
in 2018 at 4%. In conjunction with con-
tinued demand for modern, safe and
flexible equipment, manufacturers of
construction equipment across all prod-
uct groups are expected to see produc-
tion and sales at a slightly higher level
during 2018, compared with last year.



How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

The UK market showed a very strong
recovery in 2017, following a 5% de-
cline in 2016. Shipments of equip-
ment recorded a 23% increase, based
on strong growth in the first three
quarters of the year, and reached
over 27,000 units (excluding telehan-
dlers). In the last quarter of the year,
the momentum eased, and shipments
were very similar to Q4 2016 levels.
Overall, the UK market remains the
second largest market in Europe, and
demand was at its highest level since
the market crash nearly 10 years ago.
Amongst the most popular types of
equipment, crawler excavators showed
the strongest growth in sales at 25%
above 2016 levels. Within this, growth
was particularly strong for mini and
midi excavators, which was driven by a
strong housebuilding market during the
year. Amongst loader equipment types,
wheeled and skid steer loaders showed
solid growth in 2017, while backhoe
loaders showed a 5% reduction in
sales. This reflects an on-going decline
in popularity for this machine type in
the UK. Amongst the heavier machine
types, articulated dump trucks showed
the strongest growth in 2017. These
types of machines have been identi-
fied as a key requirement for the HS2

How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

2017 was another year of growth in
the Belgian market. Sales increased by
approximately 12%, to reach a total of
6645 units. Within this, there was a big
increase in sales of larger machines,

rail project, where initial enabling work
for Phase One began on site in 2017.
UK exports of equipment also showed
strong growth in 2017, and reached
£2,917 million, an increase of 22% on
2016 levels. This reflects improved de-
mand in many major overseas markets,
including Europe. Exports of equipment
account for approximately 60% of ma-
chine production in the UK, and are very
significant for industry activity levels.
Official figures for construction out-
put for 2017 from the Office for Na-
tional Statistics (ONS) show that the
market grew by 5.1%, which is an
increasing rate of growth compared
with 2016. However, activity was at
its strongest in the first quarter of
the year, and showed progressive de-
clines in the following three quarters.
Alternative measures of construc-
tion activity suggest that growth in
2017 was modest, and forecasts for
2018 expect activity to be relatively
flat. Barbour ABI measure the value of
contract awards, and these reached
£71 billion in 2017, a modest increase
of 0.6% on 2016 levels. However this
was an improvement, following a 5%
decline in 2016. The number of pro-
jects in 2017 recorded a 1.7% decline
at 11,280, underlining that the mar-
ket was relatively flat overall in 2017.
Nearly two thirds of the value of new
contracts awarded in 2017 were for
housebuilding (35% of the total), and in-

with equipment of 8 tonnes and above
showing growth of 26%. This illustrates
that confidence in the growing economy
has been strong enough to encourage in-
vestment in more expensive machines.

What is the forecast for 2018 ?

The current expectation for 2018 is

frastructure projects (29%). These two
sectors showed the strongest growth
in 2017, at 2% each. Within the infra-
structure sector, rail projects were sig-
nificant, including the awarding of work
for the TransPennine route and HS2.
Measures of sentiment within the
construction industry, based on the
Purchasing Managers Index (PMI) pub-
lished by IHS Markit, show that demand
fell away in the second half of 2017, af-
ter showing growth in the first half of
the year. The index showed some recov-
ery in the closing months of the year,
but overall, point towards a relatively
flat market outlook continuing in 2018.

What is the forecast for 2018 ?

Most industry experts are forecasting
that construction activity in 2018 will
be relatively flat. Major infrastructure
projects for road, rail and energy have
been identified as the strongest sector.
However, a key dependency within this
sector is the delivery of government
projects in line with plan to meet fore-
cast levels of activity. Against the back-
ground of a subdued construction mar-
ket, and on-going uncertainty over the
Brexit outcome, the equipment market
is expected to show modest single-digit
growth in 2018, at best. At the start of
the year, sentiment within the industry
remains positive after a strong perfor-
mance within the industry in 2017.
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for the positive trend in the market to
continue, but it is too soon to make
any clear forecasts. However, Sigma
(Equipment Representatives for Public
and Private Works, Building and Han-
dling) expect that the market will still
be growing until the summer period.
We anticipate a slight slowdown af-
ter this in the second half of the year.



How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

After experiencing very high levels of
sales in recent years, the German mar-
ket recorded another excellent year
in 2017, and saw 4% growth in con-
struction equipment sales. After four
straight years of growth, the market is
now on a par with the pre-crisis record
levels of sales seen 10 years ago. The
driving force in 2017 was standard and
heavy equipment, with earthmoving
machinery sales increasing by 11% and
compaction equipment sales by 4%,
compared with 2016. In contrast, com-
pact equipment was unable to maintain
the high level of sales seen in 2016,
with compact earthmoving equipment
declining by 1%, and light compac-
tion equipment by 4% respectively.
There are a number of reasons why
the German equipment market has
seen strong demand for more than six
years: The general economic climate
remains favourable, and low interest
rates have encouraged investment ac-
tivity. The building construction sector
has experienced a real estate boom in
metropolitan areas. Also, the civil en-
gineering sector has benefited from
infrastructure investments, particularly
for road and bridge construction. As a

How did the construction equipment
market perform in 2017 ? What were
the main drivers of the market ?

The global economy grew in 2017,
and this resulted in increased exports
and imports of mining and construc-
tion equipment in Finland. Exports are
estimated to have grown by 20% and
imports by 8%. At the same time, the
Finnish economy grew (+3% GDP), and
there was a 4% increase in building con-
struction activity (measured in added
value). Both construction maintenance
and repair work and civil engineering
(excluding buildings) grew by 2%. As a
result, demand for rental equipment
saw a 7% increase during the year.

consequence, output in the construc-
tion sector is only 7% (in real terms)
below the peak levels seen after the
German reunification. As a result,
equipment buyers have both the de-
mand for machines, as well as having
capital available to invest. Another pos-
itive feature has been the development
of new customer segments in recent
years by machine manufacturers. The
most significant example is the garden-
ing and landscaping sector, which has
seen strong demand for a number of
years, and has become one of the most
important customer segments for com-
pact machines. In 2017 alone, almost
4,000 earthmoving machines were
consumed by the landscaping industry.
In 2017, German equipment manu-
facturers gained more benefit from
strong international demand than the
domestic market. Thanks to strong
export business, industry turnover
increased by 19% in 2017. Earthmov-
ing equipment suppliers saw the
highest levels of growth (+21%), but
manufacturers of building construc-
tion equipment (+11%) and road con-
struction equipment (+9%), also saw
solid increases in industry turnover.

What is the forecast for 2018 ?

The absolute level of market demand

There were a number of key drivers in
2017, including low interest rates, and
increased investment in real estate.
There was also an increase in building
of hospitals in preparation for social
welfare and health care reform, and
an increase in logistically ideal build-
ing sites, thanks to improvements in
infrastructure. In particular, there was
a big increase in high-rise building
projects, especially in the capital area.
Building maintenance and repair activ-
ity is still being driven by the need for
repair work on buildings constructed
in the 1970’s and 1980’s. In the min-
ing sector, investment saw an increase
due to improved global demand for
raw materials, especially those need-
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experienced in Germany in 2017 se-
verely limits expectations of significant
growth in the near future. However, a
flat market, and stable demand at re-
cord high levels would still be very good
news for the industry. The most realistic
scenario for 2018 sales for the German
market is a single-digit decline. The
crawler excavator segment will prob-
ably see a continuation of the down-
ward trend experienced in the second
half of 2017. On the upside, wheeled
excavators and compact wheel load-
ers could deliver more growth. How-
ever, many rental companies invested
in fleet renewal last year, and so may
buy fewer machines in 2018 as a result.
General market conditions are ex-
pected to remain favourable in 2018,
with the German construction sector
forecast to see further growth of 0.9%
(Euroconstruct Nov 2017 forecast) ,
before seeing a small decline in 2019.
Assuming there are no unexpected “ex-
ternal shocks”, any significant declines
in equipment sales can be ruled out.
In 2018, German manufacturers expect
their total industry turnover to increase
by another 8%. This reflects a slowing
domestic market, but still at a high level
of demand, and international markets
that are expected to show further signif-
icant improvements in demand in 2018.

Tachnolegy vlustries
of Finlanal

ed for electric cars and batteries.
What is the forecast for 2018?

The Finnish economy is forecast to
grow by 2.4% in 2018. Building con-
struction is expected to grow at be-
tween 1 and 2%, maintaining a high
level of activity, but not growing
sharply. Civil engineering (excluding
buildings) is not forecast to show any
growth. Both foreign and domestic
investment in the mining sector is ex-
pected to increase, including the start-
up of new projects. The rental market
is seeing some saturation, due to lim-
its on machine capacity and the work
force, but should still see growth of 5%.



How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

The French market for construc-
tion equipment showed significant
growth again in 2017. Measured in
unit sales, earthmoving equipment
rose by 21%, and road equipment
increased by 23%. In addition, lift-
ing and handling equipment showed
an increase of 20%, and sales of
concrete equipment grew by 45%.
A key feature in France during 2017
was the focus on stimulating industrial
investment, which included an excep-
tional 40% depreciation of some indus-
trial assets. The impact of this was to
boost the market during the first quar-
ter. Following this, the outcome of the
presidential election in the spring had a
beneficial effect on sentiment from the
second quarter onwards. In addition to
the impact of these “one off” events,
the recovery of the construction sec-
tor is well underway and the demand
for equipment is being maintained. Ac-
tivity in the building sector was buoy-
ant, particularly for housebuilding. The
public works sector is also recovering,
driven in particular by major projects,
such as the Greater Paris, and major
events like the Olympic Games. Finally,

How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

In 2017, the market for construction
equipment in Italy grew by 15%, reach-
ing machine sales of 12,766. This con-
sisted of 12,275 earth-moving machines
(+15%) and 491 road machines (+5%).
This was further confirmation of a mar-
ket recovery, with growth continuing
since 2014. However, most of this growth
was not driven by the building sector,
which remained flat in 2017, showing

both national and regional rental com-
panies significantly increased their in-
vestment in equipment during the year.
In the earthmoving equipment
sector, compact machines and
heavy equipment both performed
well last year, with sales increas-
ing by 22% and 16% respectively.
The French road equipment market also
performed very well, with sales growing
by 23%. In this sector, sales of compac-
tors was strong, while the market for
asphalt finishers was stable. Concrete
equipment saw the strongest sales in
2017, with nearly 1,200 units sold, re-
cording growth of 45%. This consists of
concrete plants, mixers and pumps, and
saw order book lead times stretch to
nearly 6 months. This sector has seen
confidence return, and customers are
investing again. 2017 was a very posi-
tive year for lifting and handling equip-
ment, with tower cranes, mobile cranes,
telescopic forklifts and mobile elevating
work platforms all showing growth. In
particular, telescopic forklifts saw a 9%
increase in sales, thanks to increased
demand from both the industrial and
building sectors. Mobile elevating work
platforms sales were up 12% in 2017,
after an increase of 34% seen in 2016.

What is the forecast for 2018?

a 0.1% reduction in investment, and
only a 0.1% increase in output. Most of
the new machines sold were to replace
ageing equipment or to supplement
equipment fleets, which have been re-
duced due to equipment being sold off
overseas during the economic crisis.

What is the forecast for 2018?

Growth in the equipment market is
expected to continue in 2018, albeit
most likely at a slower pace. The need
to supplement and replace equipment
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2018 is expected to maintain a good
rate of growth, and investment in
equipment should continue to increase.
Major projects, such as the Greater Par-
is will continue to stimulate demand.
The outlook for Government support
is encouraging for 2018 and 2019.
This includes the national government
promising more financial support for
local authorities for public investment.
As a result, local authorities should ac-
celerate their investment, after hitting
a low point in 2016. In addition, rental
companies are expected to continue
to renew their fleets, and also to in-
crease fleet sizes where appropriate. In
particular, this should support sales of
compact machines. Building activity is
forecast to increase by 2% in 2017, and
the civil engineering sector is expected
to show growth of at least 4%. Budg-
ets allocated for road construction and
maintenance will be higherin 2018 than
last year. In summary, we are forecast-
ing another excellent year for construc-
tion equipment manufacturers. Growth
will continue to be supported primarily
by infrastructure projects, particularly
transportation and building work. We
forecast a rate of growth of 12% in 2018
after 21% in 2017. This should push the
market very close to the last peak levels
seen in 2008.
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fleets will not stimulate equipment
demand for very long. However, the
Italian building industry association is
forecasting an increase of 2.5% in con-
struction output levels in 2018. If this
is achieved, this could contribute to a
more sustainable increase in demand
for construction equipment. Finally, a
negative factor to consider, is the un-
certainty surrounding the parliamen-
tary election in March, which is due to
Eurosceptic tendencies, which have
reached alarming levels in all the found-
ing countries of the European Union.



How did the construction equip-
ment market perform in 2017 ? What
were the main drivers of the market ?

The healthy state of the Spanish Econ-
omy, alongside worldwide economic
growth, provides a positive background
for the market. GDP was above 3 % in
2017, and the construction industry
experienced a rebound. Residential
construction grew by 14%, and it is
expected to continue, albeit at a more
moderate rate of growth, as the market
matures. The non-residential construc-
tion sector grew by 3.5% in 2017, and
growth prospects are positive. Activity
in the civil engineering sector was lim-
ited, due to having only a small num-
ber of major projects supported by the
Government, and is expected to record
a decline in activity. In contrast, regional
work in this sector is progressing ahead
of the local elections to be held in 2019.
However, funding by Councils was in-
sufficient to record growth overall in
2017, and showed a decline of 6.4%.
Total sales of construction equipment
showed a very significant increase of
49% in 2017, and registered the strong-
est growth so far in this decade. The
main equipment types showed the
following levels of growth: compac-
tion equipment 16.1% , lifting equip-
ment 18.6%, crushing and screening
equipment 0.4%, heavy earthmoving

equipment 23.6% and small earthmov-
ing equipment 41.2%. In terms of mar-
ket drivers, the growth of the Spanish
economy was stronger than forecast in
2017. This was due to growth in a num-
ber of key sectors, and was also helped
by necessary reforms. Key sectors that
became the growth pillars of the econ-
omy were exports, tourism, goods and
services and in particular, real-estate
and construction. The real-estate sec-
tor showed strong growth in 2017. Con-
struction investment declined slightly
in the first quarter of the year, but re-
covered after this, and showed growth
overall for the residential and non-resi-
dential sectors. The level of permits for
new buildings also increased, and as a
result, employment rates increased in
the second half of the year. So overall,
the market benefitted from a combina-
tion of sectors that provided growth
and supported demand. The recovery
in the construction sector had a benefi-
cial impact on manufacturing activity,
the service sector, and even the trans-
port industry.

What is the forecast for 2018?

Forecasts for the construction sector in
Spain are positive. The expected growth
rate for the period between 2018 and
2020 is 3.5%. Two important features
are worth highlighting:

ANMOPYC

SPANISH
ASSOCIATION OF CONSTRUCTION
AND MINNG EQUPVENT

- The Spanish construction sec-
tor has been growing since 2015, and
growth is expected to continue in 2018
- However, it is anticipated that
the rate of growth will be at a more
modest pace, due to the impact of a
number of limiting factors

Residential construction is expected to
continue growing, but at a more mod-
est rate than last year. The forecasts for
non-residential building are more ques-
tionable, as recovery in this sector be-
gan later and is less intensive. Further-
more, if real-estate investors continue
to question the “safe haven” status of
Catalonia in general, and particularly
for Barcelona, there could be a nega-
tive impact on growth. As a result of
this uncertain “wait and see” situation,
the forecast for residential construction
in 2018 is for only 2.5% growth. In the
civil engineering sector, it is expected
that the impact of regional activity will
peak in 2018, and is forecast to result
in 3.6% growth for the sector. However,
much of this work is expected to be
completed in the first quarter of 2019,
so following this, activity is expected to
weaken. It is expected that construc-
tion equipment sales will follow a simi-
lar pattern to the construction industry,
with growth continuing in 2018, but at
a more modest pace than recent years.




THE CONSTRUCTION EQUIPMENT INDUSTRY IN THE WORLD OF UNCERTAINTY

Perhaps uncertainty should be considered as a new indicator of economic activity? The answer, according to
the debate at the recent CECE Economic Forum held in Brussels in October seems to be “yes”. However, look-
ing at the current market, and recent forecasts, the impact of uncertainty at this stage does not seem to be as

damaging as might be expected.

According to Chris Sleight from Off-High-
way Research, the global market for con-
struction equipment is expected to grow
at a moderate pace between 2017 and
2021. In terms of the number of machines
sold, this is forecast to grow from an av-
erage level of 799,000 per year between
2012 and 2017, to reach 865,000 over the
following five years.

The European market seems to have re-
covered from difficult times. The level of
machine demand is forecast to grow from
an average level of 124,000 units per year
between 2012 and 2016, to reach 145,000
machines per year between 2017 and
2021, which represents 17% growth. The
biggest risk to the forecast is considered
to be the unpredictable impact of Brexit,
which is causing concern at many levels,
including European governments, and
across industry.

The election of Donald Trump generat-
ed great expectations for investment in
construction and infrastructure in North
America. The forecast of growth in sales
in the equipment market are in line with
these expectations, moving from 161,000
units per year between 2012 and 2016,
to reach 191,000 units per year between
2017 and 2021. However, there are many
uncertainties which may impact on invest-
ment policy, from international issues and
conflicts, as well as domestic issues, which
are seeing a return to isolationist policies
in the USA.

China has experienced a severe fall in
market demand for construction equip-
ment in recent years, and this resulted in
huge surplus stocks of machines in 2015
and 2016. The market is seeing a strong
recovery in 2017, but according to Off-
Highway Research, levels of growth in
the next five years will not be enough to
reach the levels seen prior to the “bubble
demand” years. In fact, the average of
202,000 machines sold per year between
2012 and 2016, will show an 11% reduc-
tion to 179,000 units per year between
2017 and 2021. It is necessary now for
China to respond to the new market situ-
ation, and adjust production levels and
business behaviour, in its role as a major
global player. Some of these changes will
be influenced by the choices and behav-
iour of some of the other major players,
particularly the EU and USA.

In contrast, India is emerging as the
strongest growing market in the world
for construction equipment, with sales
expected to show a 50% increase over the
next five years between 2017 and 2021.
In terms of the number of machines, sales
are expected to reach 66,000 units per
year. However, this is still a relatively low
level of annual sales compared with other
major markets around the world.

In summary, to what extent do we think
uncertainty is affecting our business?
What seems to be changing, are the rela-
tionships between many major countries,

leading to a different international scene.
The impact of events such as Brexit, the
rise of populism and the risk of large
scale military conflicts are unpredictable.
It is difficult to assess and measure what
effect uncertainty is having on business
and investments. However, according to
Taco van Hoek, director at the IEB, the
outlook for the European construction
industry is better than the overall macro-
economic situation. What may change in
the medium term in Europe is the level of
investment, which is likely to be affected
by uncertainties caused by Brexit and
the potential new role for the UK in the
global economy.

A further uncertainty in the current en-
vironment is the development of new
information technology, which is gradually
transforming industry and manufacturing
processes. Taking a positive approach to-
wards this is probably the best way to deal
with the uncertainty that it introduces
to industry. Changes in manufacturing
processes and technological innovations
have always been a stimulus for growth.
So called “industry 4.0” follows the three
previous industrial revolutions, and based
on experience, there is not too much to
be scared about. The coming years will
see profound changes in areas such as
production methods, labour forces and
education. Treating these changes as new
business opportunities is probably the
best way to face the uncertainty that they
introduce.
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What is the
Committee for
European Construction
equipment?

CECE represents the European construc-
tion equipment industry towards the
European Institutions, coordinating the
views of its national member associa-
tions, and working with other organiza-
tions worldwide to achieve a fair com-
petitive environment via harmonized
standards and regulations.

Our figures

- 13 COUNTRIES

- 1,200 COMPANIES
EMPLOYING DIRECTLY
AROUND 150,000 PEOPLE

- INDUSTRY REVENUES: 40 BN €

- 20% OF THE WORLDW!IDE
PRODUCTION

-

CECE is the acknowledged partner of the
institutions of the European Union for
all questions related to the construction
equipment industry. Based in Brussels,
CECE’s work involves political represen-
tation and the monitoring of legisla-
tion and standardization on behalf of its
member associations and their corporate
members.

CECE also cooperates with CEN and ISO,
the European and International Com-
mittees for Standardization. CECE fur-
thermore delivers and economic and
statistical services to its members and
partners.

Representing the interests of the
industry

New buildings and infrastructures con-
nect people, boost economies and serve
people all over the globe. Construction
equipment manufacturers are highly
innovative and have invested heavily
in increasing the productivity of their
machines, while reducing their environ-
mental impact.

The European construction equipment
industry forms an important, integral
part of the European machinery sector.
Manufacturers are predominantly small
and medium-sized companies but also
large European and multinational compa-
nies with production sites in Europe. The
industry employs directly and indirectly
up to 300.000 people directly, with a
similar number being active in sales and
services.

Statistics and economic topics

CECE collects a and provides up-to-date
market data for many types of construction
equipment, providing a leading indicator for
the development of European construction
equipment markets.

Since 2008 CECE runs a monthly business
trend enquiry, the CECE Barometer. The
companies taking part in the Barometer re-
ceive a report about the economic situation
in Europe each month.

Exhibitions
CECE gives patronage to a limited number

of leading sector exhibitions, contributing
to successful trade fairs around the globe.

BluePoint Building, Bd. Auguste Reyers 80

1030 Brussels

Phone: +32 2706 82 26

Fax: 432270682 10

E-mail: info@cece.eu
website www.cece.eu
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Follow CECE also on:
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