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UK construction industry growth slows to lowest in six years

Growth prospects for the construction industry in 2018 have been downgraded as the UK prepares to leave the
EU, according to the latest forecasts by the Construction Products Association (CPA). Output is expected to
soften as a slowing economy, falling real wages and rising costs adversely affect the industry, growth for 2018 is
therefore only expected to rise by 0.7%, the slowest in six years, and a downward revision from 1.2% in previous

forecasts.

For now, activity on site is high and output is expected to rise by 1.6% in 2017, a revision upwards from 1.3% in
previous forecasts. This will be partly due to a sharp rise from new contracts and activity in the £6.9 billion public
housing repair, maintenance and improvements to deal with short-term urgent measures that will need to be

made in light of the Grenfell Tower fire.

An increase in infrastructure activity and private housebuilding are expected to be the primary drivers of growth
over the next two years which will help offset a sharp fall in the commercial and industrial sectors. Growth in
infrastructure will be due to major projects in rail and water & sewerage such as HS2 and the Thames Tideway
Tunnel, with activity forecast to grow by 7.4% in 2017 and 6.4% in 2018. Growth will be reliant on delivery of
these projects and the extent of the continued delays to main works at Hinkley Point C have resulted in it no

longer included in the CPA forecasts.

Growth for the industry in 2018 will also be heavily reliant on private housebuilding, however the sector is still
reliant on Help to Buy equity loans to drive housebuilding numbers. The policy is in place until 2021, which is
expected to support demand for new build and drive growth in private housing starts of 3.0% in 2017 and 2.0% in
2018. However, this is slower than in previous years given uncertainties over the strength of consumer

confidence and falls in real earnings.

Looking further ahead, growth for 2019 is projected to be |.8%, but given the unprecedented economic and
political uncertainties following the lack of a significant majority for the UK government as the UK leaves the EU,

the risks around this forecast are considerable.

Noble Francis, Economics Director at the Construction Products Association said: “Construction firms are still
reporting that activity remains high and there are still lots of cranes around. But there are clear signs that
construction output is slowing and that next year, in particular, will be difficult for the industry. Prospects for
construction have been adversely affected by slowing UK economic growth and falling real wages on one side and
sharp rising costs on the other. A fall in new investment, especially where it is large international investment

looking for a long-term rate of return, is forecast to lead to declines in the commercial and industrial sectors.”

“Despite the slowdown in the general housing market, particularly in London, house builders continue to increase
supply, albeit more slowly than in recent years. Currently, more than a third of new house building is being

sustained by the government’s Help to Buy and should continue to do so over the next |8 months if the wider
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economy and housing market don’t slow further. However, if economic conditions do deteriorate further, house
builders can react quite quickly if necessary.

“Increases in infrastructure investment are also expected to offset these declines and be the key driver of any
construction growth going forward. However, concerns regarding rising costs and delays to major projects
continue to dog the sector so there remains a high degree of uncertainty around infrastructure growth in the
next few years. And this infrastructure investment will be vital for the industry as a whole. Without it, total
construction output would fall by 1.0% in 2018.”

ENDS

NOTE TO EDITORS:

The Construction Products Association represents the UK’s manufacturers and distributors of construction

products and materials. We are committed to raising the profile of our industry and members’ businesses,
helping grow the market and reducing regulatory risk. The sector directly provides jobs for 300,000 people
across 22,000 companies and has an annual turnover of more than £55 billion. The CPA is the leading voice

to promote and campaign for this vital UK industry.

The CPA produces a range of economic reports including the quarterly Construction Industry Forecasts,
Construction Trade Surveys and the State of Trade Surveys. All are available to members or subscribers via
our website.

Much of the CPA’s work is focused on serving as the first point of contact for politicians and policy makers
requiring advice and information about matters that affect construction products or the wider construction
industry. This includes understanding the need for investment into manufacturing or the built environment,
new housing and energy-saving retrofitting of the existing housing stock; helping to develop effective, UK and
EU legislation, regulations and product standards; and promoting the role of manufacturers in delivering a
resource efficient built environment.

FOR FURTHER INFORMATION CONTACT:

Professor Noble Francis, Economics Director

Tel: 0207323 3770

Mob: 0791 2612882

E-mail: noble.francis@constructionproducts.org.uk

Emma Salmon, CPA Marketing and Communications Executive
Tel: 020 7323 3770
E-mail: emma.salmon@constructionproducts.org.uk

Follow the Construction Products Association on Twitter: twitter.com/CPA_Tweets.
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