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INTRODUCTION

Welcome to the Q4 2024 edition of Construction Market Intelligence, RLB’s insightful, up-to-date guide to
construction activity around the UK incorporating our quarterly tender price forecast.

The RLB Tender Price Index forecast uplift for 2024, as at Q4 2024, is:

3.035%

Previous quarter's forecast for 2024: 2.97%

Geopolitical events at home and abroad impacting outlook for construction sector

This edition of Construction Market Intelligence takes a high-level overview of the construction industry, touching
upon global and regional influences and exploring the national and regional impacts of the recent UK Budget.

The global perspective must take account of the fact that the outcomes of the conflicts in Gaza and Ukraine remain
unknowable. Change is certainly likely given the impending passing of power in the US and the incoming
administration’s positions on both matters. A figuratively more distanced US could change the parameters of any
settlement in either case, and that will have knock-on effects, particularly on surrounding countries and economies.

From a European standpoint, a resolution of the Ukraine conflict could radically change the construction industry in
Europe. Construction stands to be particularly affected by any settlement, and the UK is not alone in struggling to
cope with skilled and unskilled labour shortages. A new demand shock could yet lead to increased turbulence in
the home labour market.

Looking more inwardly, increases in tax-take are set to underpin increased government spending on public
services, in the hope that GDP growth will be the saviour. Of note, however, is the hike of National Insurance
contributions, which will impose considerable additional costs across the board for employers.

The Office for Budget Responsibility, in its independent view, has revised its growth forecast for this year’s GDP to
over 1%, and on to around 2% for each of 2025 and 2026. While these levels seem favourable in light of recent
experience, they remain historically soft, although they could be said to be damping any further inflationary
outbreak.
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MACRO ECONOMIC CONDITIONS

Key data
GDP forecasts CPI forecasts Unemployment forecasts
for 2024: for 2024: for 2024:

+1.10% +2.50% 4.20%

(OBR) (OBR) (OBR)

+1.10% +2.70%

(OECD) (OECD) (OECD)

+2.60%

(IMF) (IMF) (IMF)
Modest growth forecast as UK economy remains in the Key economic forecasts
balance

The consensus view of the IMF, OECD and OBR is a forecast of modest growth of around 1% for GDP this whole '|2

year, with 1.5% to 2.0% for 2025. The preliminary OECD outlook document published in December 2024
highlights the contribution of the government’s post-budget spending expansion to 2025 GDP, but also
identifies a tapering in 2026 as that expansion diminishes. -IO

The Chancellor’s spending review, due to be published in late spring next year, is a key factor. Alongside this,
public debt is expected to remain over 100% of GDP, ensuring a focus on productivity improvement and skills
building for the future workforce. While CPI has stabilised somewhat at or around the 2% target, the long-
awaited reductions in interest rates are still to transpire.

As a result, the balance seems delicate, with government spending to drive consumption and investment, but
with funding coming partly from increased National Insurance contributions, in themselves a tax on
employment.

Percentage Change (%)
o)}

Given the ongoing low levels of unemployment and skills shortages in many areas, stimulation of the economy .-__-'-'—--.
treads a fine line between much-needed growth and inflationary effects. Further external economic shocks 4
could call the balance into question, as alluded to above. . .
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CONSTRUCTION PIPELINE PROSPECTS

Key data
New construction Repairs and maintenance work Work done volume: New orders volume:
work done volume: done volume:

full year to September 2024 (ONS) full year to September 2024 (ONS) full year to September 2024 (ONS) full year to September 2024 (ONS)
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Housing volumes still down while London continues to
dominate

ONS figures for new work volumes in the construction industry show a mixed picture. The outlook has been
buoyed by the 11% uplift for the latest half-year, but this is set against a year-on-year fall of 5.5%. That said, it is
arguable that the latest half-year is more significant in that it depicts upcoming subcontract work let and to
be let.

Within the figures, the housing sector continues to struggle, but new infrastructure work is progressing, with
year-long figures up by 5% and the half-year numbers up by over 28%.

The South West fared best in a regional comparison of the last two full years (to September), showing an uplift
of almost 17% of its own proportion of all work nationwide. By contrast, the figures for Wales are down at -19%.

Although London’s share fell from 22.6% to just over 20%, the capital remains comfortably the most significant
region for construction work, even though year-on-year figures show falls across the board.

e

INPUT COSTS

Key data

Input costs forecast for 2024: Input costs forecast for 2025:

+2.89% +3.22%

full year 2024 (BCIS) full year 2025 (BCIS)

Build costs stay on upward curve despite falls in materials
prices

The BCIS General Building Cost Index currently shows forecast cost figures uplifting by just under 2.9% this
year, with 3.2% to come next year. These are a far cry from the near 9% figures of 2022, but still outstrip the
2024 BCIS tender price uplift figure of 2.2%. This suggests increasing pressure on margins as contractors move
to refill order books.

Within the overall figures for materials prices, according to the Department for Business and Trade, there are
clear indications of falls in some producer price levels, in particular for steel and timber products. Although,

the overall fall for total materials prices in the latest year to October is less than 1%. For fabricated structural
steel, the fall is recorded as being almost 7.5%, which obviously bears proportionately more heavily on steel-
framed building solutions.

Looking ahead, fuel cost changes may again feed into this equation, as will undoubtedly the impact of
increasing infrastructure spend incorporating large volumes of reinforced concrete and fabricated steel
sections.

s il

TENDER PRICE FORECAST

Key data

RLB Weighted Average TPl 2024: BCIS Tender Price Index 2024:

full year 2024 (RLB) full year 2024 (BCIS)
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No expectation of a price breakout even as input costs keep
rising
The RLB weighted average of tender price uplifts, weighted by regional new orders volumes from ONS data, shows

a very slight firming of tender price movements at a national level, which is reflective of recent workload uplift and
expectations of upcoming spend from the public sector.

But it should be noted that although these changes are in the upward direction, they are only very slight and as
such do not represent any great expectation of a significant price breakout, even though input costs continue to
increase at a slightly higher rate overall next year.

One significant effect could be the upcoming changes to National Insurance contributions, which will affect labour
costs across the board. BCIS is already noting that the long-term average uplift of 2.5% in labour costs will not be
attained again until 2027, with this year’s steadying to 5%, likely followed next year with a further 6.5%.

This labour cost increase is further exacerbated by the fact of the structure of the industry having changed, as the
emphasis since mid-2020 has moved more toward repair and maintenance and away from new work. This is not an
insignificant change as maintenance work now accounts for, on a rolling 12-month average basis, 43.5% of the total
volume as against 34.5% in mid-2020.

This effect is already baked in to costs, but will continue to be an issue in light of ongoing trades and labour
shortages. To what extent the cost imposts are reflected in tender prices is dependent upon contractors’ own
situations in respect of their existing and upcoming workload.

BCIS published figures for 2024 are slightly lower than are RLB’s for the national overview this year, but
correspondingly larger next year, before coalescing on very similar numbers from 2026 onwards.

As building cost expectations are of ‘general stability’, provided there are no market shocks, increased workload
availability could, of course, upend tender price stability. It remains to be seen whether the industry, regionally and
nationally, will be able to cope with any surge of workload over the next couple of years.

RLB Tender Price Index uplifts published in CMI Q4 2024 vs published in CMI Q3
2024
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The chart above shows an average of RLB's regional tender price forecasts for the respective years, weighted by regional new orders volumes of workload for the year to
November 2024 (ONS).

Construction Market Intelligence (CMI) Q3 2024

l Construction Market Intelligence (CMI) Q4 2024
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REGIONAL INSIGHTS

Our forecast of tender prices region by region across the UK

The charting below of tender price movements across the UK summarises local markets in the context of the
wider national picture. Whereas elsewhere in this report, we show and discuss national statistical data to
depict the wider reality of the national economy, this local tender price change analysis is very specific to and

representative of the particularities of local markets.

In some locations, a sector may be highly active, whereas in others that sector may be quiet, but the relative
‘busyness’ of the overall construction market is reflected by tender price movements and, in turn, by general

activity levels of able contractors in the region.

TENDER PRICES - LONDON

Tender price change
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TENDER PRICES - MIDLANDS

Tender price change

Percentage Tender Price Growth (%)
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TENDER PRICES - NORTHERN IRELAND

Tender price change

Percentage Tender Price Growth (%)
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TENDER PRICES - NORTH WEST

Tender price change

Percentage Tender Price Growth (%)
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TENDER PRICES - NORTH EAST

Tender price change

Percentage Tender Price Growth (%)
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TENDER PRICES - SCOTLAND
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TENDER PRICES - SOUTH EAST TENDER PRICES - SOUTH WEST

Tender price change Tender price change
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RLB INTELLIGENCE

Market intelligence for professionals

Each day millions of professionals seek ways to access the latest information to
keep up to date with current market trends.

Through RLB Intelligence, we provide our clients with the data and analysis they need to assist in making
informed and successful project decisions.

Our market intelligence includes regional and comparative data sets and can be found at RLB.com and via this
link:

RLB Intelligence - Construction Cost Calculator

INSIGHTS

Read our latest reports and analysis

Procurement Trends Report

The 2024 edition of RLB’s annual Procurement
Trends survey, ‘Investing in Your Supply Chain’, aims
to give you the data, insights and analysis you need
to understand what is changing in procurement
within the UK construction industry.

Data Centre Trends Report

Cloud computing and Al technologies are driving
demand for data centres, but growing construction
supply chain risk jeopardises Europe’s digital
future, according to RLB’s new Data Centre Trends
Report.

ESG Report

RLB UK has for the first time published a report that
records its Environmental, Social and Governance
(ESG) performance.

Improving our ESG performance is core to our
strategy to be a sustainable global business and

Global Annual Rep

Our industry is evolving re
needs of the built environr
enabled, sustainable, ethic
forever valuable. At Rider
proud to be an integral pa

supporting our industry to

the market leader in sustainability services for the
both current and future.

built environment sector.

Read more of our insights and perspectives
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Rider First name
RLB RV
Bucknall

Last name

How can we help you?

Get in touch if you would like to learn about our services and how
we can help you maximise value in the design, construction and
management of buildings and spaces. example@yourdomain.com

Email address

Please also fill out the form to receive industry news, market

insights, project stories, and more.
Phone number

Your phone number

Company

Your company

I'm interested in... (Sector)
Commercial
Data Centres
Education
Energy

Healthcare

Public & Civic
Residential

Retail

@]
@]
@]
@]
@]
O Logistics & Manufacturing
@]
@]
O
@]

Sport

I'm interested in... (Service)

O Commercial Success

O Project & Programme Success
O Built Asset Consultancy

O Sustainability .
O RLB Digital —
O Health & Safety and Assurance

O Specialist Solutions =

I'm interested in... (Region)
London
Midlands
North East
North West

Northern Ireland

South West
Scotland

@]

)

@]

@]

@]

O South East
@]

@]

O wales

@]

Yorkshire & Humber

RLB will only use your personal information to contact you about our projects and services, we will not share your information with third parties. If you consent to us contacting you for this purpose, please tick below:

O 1 agree to receive communications from RLB

You can unsubscribe from these communications at any time. For more information on our privacy practices and how we are committed to protecting and respecting your privacy, please review our Privacy Policy.

Submit

A quarterly publication from RLB’s Research & Development department. Construction Market Intelligence is a compendium of economic and construction market data and related information on the United Kingdom construction industry.

Rider Levett Bucknall UK Limited, Registered Number — 465 3580. Registered in England: Registered Office — 15 Colmore Row, Birmingham, B3 2BH.

While Rider Levett Bucknall UK (“RLB”) has endeavoured to ensure the accuracy of the information and materials in this publication (the “Materials”), it does not warrant its accuracy, adequacy, completeness or reasonableness and expressly disclaims liability for any errors in, or omissions from, the Materials. RLB shall not be liable for any damages, losses, expenses or costs whatsoever arising
out of or in connection with the use of or reliance on the Materials. The Materials are provided for general information only and should not be construed as costing, legal, tax, or any other professional advice. Professional advice should be sought when utilising any information in this publication to verify its applicability to specific circumstances. The Materials may not, in any medium, be
reproduced, published, adapted, altered or otherwise used in whole or in part in any manner without the prior written consent of RLB. Cost information in this publication is indicative and for general guidance only. All prices and rates are as at February 2024 and expressed in British Pounds unless otherwise stated. References to legislative provisions and regulations are as at Q1 2024. Changes
after this period will not be reflected. Please note that all prices exclude prevailing Value Added Tax (VAT).
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