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USP Marketing Consultancy

Trusted insights for over 30 years
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Market experts International Tailormade
reach research

1S S § 8
il

Market reports
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Not just data but
insights & advice




Introduction

Our services

Customer Satisfaction

Pricing

Dedicated market
research

Driver analysis

European Architectural Barometer

Contractor Monitor

Painter Insight Monitor

European Electrical Installation
Monitor

European Mechanical
Installation Monitor

Handyman Insights Monitor

European Home
Improvement Monitor
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Our reports

Market reports
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Industry Leaders We Work With

Driving growth with our expertise
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Market Outlook

Geopolitical instability is primarily translating into cost pressure, with rising
material costs emerging as the single most significant challenge for the

sector.

Negative effects on the construction sector caused by geopolitical instability
What are these negative effects on the construction sector in your country?

Total Belgium France Germany Italy Netherlands Poland Spain UK

Rising material costs 74% 65% 84%  71% 60% 53% 80% 65%

Uncertainties about costs 5% 17% 49% 9% 6% 8% 5% 29%

Reduced investor confidence 17% 29% 42% 12% 1% 9% 16% 7% 12%

Delayed projects 24% 26% 8% 2% 24% 2% 16% 8%

Cancelled projects 17% 36% 2% 0% 20% 18% 6% 12%

Shortage of raw materials 6% 12% 15% 16% 4% 6% 18% 15%

Delays in supply chain 6% 23% 16% 2% 4% 2% 4% 7%

Increased administrative and cl:)lts;’:joenr":z 1% 29, 9% 19% 0% 6% 49% 5%
Political instability & Laws and regulations 1% 2% 3% 3% 5% 4% 7% 5%
Labor shortage 4% 5% 7% 0% 0% 0% 4% 8%

Total N=663; Belgium N=85; France N=100, Germany N=91; Italy N=89; Netherlands N=71,; Poland N=49; Spain N=83; UK N=95.
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Market Outlook USP

Geopolitical instability and rising energy costs are expected to constrain
construction activity, with a clear majority anticipating a slowdown.

Views on current geopolitical situation
To what extent do you expect rising energy prices and geopolitical instability to influence construction projects in the next 12 months?
- Countries are ranked by total expected decline in construction activity (slight + strong decrease).

Strong increase Slight increase in Slight decrease Strong decrease Don't know/no
in construction construction in construction in construction opinion
activity activity activity activity
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Total N=925; Belgium N=100; France N=125; Germany N=125; Italy N=125; Netherlands N=100; Poland N=100; Spain N=125; UK N=125.
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Market Outlook

If the war in Iran is not stopped on short notice, predictions for 2027 need to be

revised downwards. 2026 will be likely as predicted, due to full order books.







Labour shortage USP

Let’s start with labor shortage, this was already an issue many
years ago

Recovery of European construction sector leads to labour shortage

% of E
Rotterdam, 25" of August 2015 - In most European countries the construction sector shows promising 5 9 O O u ro pea n

figures (increasing construction volumes) for the near future. The vast majority of European architects

therefore experiences a quantitative (and qualitative) labour shortage on the short run. Labour shortage a rCh Ite CtS I n 2 O 1 5

seems to be a growing issue in the construction sector as an increased amount of architects experiences

this development compared to previous years. In the UK and Germany in particular, a substantial increase eX p e ri e n Ce d I a b O r
in quantitative labour shortage is seen in the past 12 months, whilst in Italy and France most architects

are already experiencing a shortage of skilled employees. These are some of the conclusions of the

European Architectural Barometer report, a quarterly market research among 1,600 architects in eight S h O rtag eS

European countries.

There are some clear developments regarding the architects’ experience and expectations towards the quantitative
labour shortage in the upcoming years. The biggest increase of architects who already experience a shortage is
seen in the United Kingdom and in Germany. However also in France, Italy, the Netherlands, Belgium and Poland




Labour shortage USP

And it clearly ‘Stuck’

Architect firm, with a labour shortage (2015-2025; European average)
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Labour shortage USP

And the productivity levels are also relatively flat

EU-27 labour productivity

200

- Manufacturing
- Total economy
1804 = Construction
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Labour shortage

The shifting part can mostly be visible on the severity of the
problem, if nothing changes the shortages will only increase

The new buildings are
becoming increasingly
complex, leading to
longer build times/less
productivity

The key growth is
in renovation,
which is typically
more labor
intensive

The high average
age in construction
(~30—40% of
workers are 50+)
means high outflow
of older generations
in the years to come

The overall labor
shortage in the
overall economy
will continue for
some time, leading
to less new inflow

USP




Labour shortage

And the increasingly severe implications

The shortages are
leading to higher labor
cost, increasing the
already high cost of
construction

And capacity problems,
which result in longer
lead times and can
severely hinder the
sustainable transition

A high work pressure
is resulting in
focusing on
production short term
and not long-term
improvements

Reduction of
productivity due to
less skilled and
qualified construction
workers

USP




What’s next?

INDUSTRIALIZED PREFAB

More adoption and
usage of industrialized
prefab

Labour shortage

Increasing usage of
tools that increase
productivity (robotics,
exoskeletons,
mechanical application)

Higher degree of
standardization and
digitalization

Consolidation in the
industry, mostly
trough acquisitions

USP




Labour shortage USP

But also....

1. From labor shortage — capacity selection
2. Shift from hiring more people — maximizing productivity
3. Manufacturers become “productivity partners”

4. Renovation & energy transition under pressure

The future of construction will not be built with more hands, but with smarter
solutions.







Prefabrication

Lets take a look at prefabrication, what do we see looking back

Share of prefab projects and future expectations among European architects and contractors

ARCHITECTS

39%

28% 28% 29% /

/

2018 2019 2021 2023 2025 2030

CONTRACTORS

®
/ .
° 1%

20
32% 27%

2018 2022 2024 2025 2030
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Prefabrication USP

So, also her we could state that this trend got ‘stuck’ but there are
some shifts

100% Prefabricated plain unfinished elements
Prefabricated panelised systems
Prefabricated modular buildings

59%
50% 50%  91%
50%
39%
37(y0 (o]
o 35%
11% 12% 15%

\80/0/

2019 2021 2023 2025

0%




Prefabrication USP

Also when it comes to the dominant size of prefab being applied

2025 2030

O
4 /0

I 12%
16% = High rise (more than 10 floors) ° m High rise (more than 10 floors)

25%

m Mid rise (5 up to 10 floors) = Mid rise (5 up to 10 floors)

Low rise (up to 4 floors) Low rise (up to 4 floors)

Not one specific Not one specific




Prefabrication USP

However, there are some clear bottlenecks for stronger and wider
adoption

_—
.
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The majority of the Rules, regulations and@ Productivity gains

market growth is complexity are all when using prefab

coming from barriers for a stronger are currently still

renovation, but adaptation, as well as limited, due to the

prefab application the very high lack of

is still quite limited investments industrialization
need/risks in demand

Even tough more
complex forms of
prefab are being
applied, the share is
still low
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To answer the question, what’s next we mostly need to look at

el
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Prefabrication USP

What’s next?

Expansion from Prefab becomes a

New build into digital process, trough

renovation standardization, BIM
and product platforms

Consolidation and
vertical integration,
prefab will
accelerate market
consolidation

Rise of industrialized
prefab

Prefab won’t be an add-on anymore, it will replace traditional building by turning construction
into an industrial, standardised, renovation-ready production system.







Digitalisation

Let’s look at digitalisation and BIM adoption, it’s clear that
among architects it’s growing strongly (it moved)

BIM usage over the years
What is the share of projects in which BIM is used?

100%
90%
80%

70%
% of BIM
60% users

(o)
50% /53%

o—0
40%

0~ 44% 45%
30% 0/38%

o 30%
20% ./1‘0/23%
10% | 0 150, 2%

10%
0%

2000 2011 2013 2015 2017 2019 2021 2023 2025
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Digitalisation USP

And in some countries, you can consider it a license to operate

BIM usage by country

Netherlands

78%

Belgium
49%

UK
50%

France
57%

Spain
50% Germany
47%
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But the adoption is less strong and is not showing a strong
growth for contractors

BIM usage among contractors

100%

50%

1%
12% @ L

—® 9% Use BIM

0%
2019 2022 2024




Digitalisation

And a similar image is visible for other target groups, here the
development got ‘stuck’

AR (FEm 2
Contractors HVAC installers Electrical installers

10% 9% 1%

USP




Digitalisation

And overall, BIM features being used are still the relatively

‘simple’ ones

Most used BIM features — Top 10

Which of the following features of BIM do you use?

Total
Generation of 2D drawings from the 3D model
Determining quantities of construction materials,
equipment and man hours
Clash detection/ clash control, early warning of
design errors
Exchange of structured product information via a
Common Data Environment e
Extra analysis and simulation capabilities
5D, coupling/ linkage with the costs - 27%
Visualization | 4%
Designing | 39,
Other 20,

Don't know/no opinion

USP




So, we can conclude

BIM usage is growing
strongly among
architects

The Product Adoption Curve

Early Majority  Late Majority
Earty Adopters l. Laggars
Innovators ‘ .
Prodf)

But the adoption
deeper in the
business value
chain remain
limited

Digitalisation

The features used ca
also be categorized
as being relatively
simple, LOD level
usage is also
relatively simple

USP




Digitalisation

But there is more when it comes to digitalisation, let’s look at Al
usage. Among architects it’s already high

Usage of Al tools in design across Europe (sum of results for answers reqularly and occasionally)
To what extent have you experimented with any Al-tools in your design in the past 12 months?

Total = 57%

Netherlands

Belgium

(1)
UK 49%
55%
F
?6':/(:9 Poland
64%
Italy
Spain 66%

Germany
54%

70%

USP




Digitalisation USP

But the usage is still relatively ‘simple’

Total

Generating renderings or visualizations

Generating technical documentation 299,
(specifications, schedules) o

Creating early-stage massing or conceptual

designs

Checking compliance with regulations

Text Writing & Editing

Research & Information Retrieval

Automating repetitive modelling tasks

Space planning / layout optimization

Creating BIM objects automatically

Technical & Quantitative & Data Analysis 5%




Digitalisation USP

So what’s next?

DIGITAL PREFABRICATION

From BIM usage to From isolated tools, il From simple Al use to@  Digitalization
BIM as “license to to fully connected real productivity becomes the
operate”. Not only workflows, moving [l impact trough more backbone of
for architects, but toward end-to-end automation prefab, moving

also for contractors digital chains from project base
to product based

Digitalisation will not just support construction, it will redefine how it is
designed, produced, and delivered.







Sustainability USP

As for sustainability, the level of involvement in sustainable
construction has increased over time to a relatively high level

Architects’ and contractors’ involvement in
sustainable construction economy

Actively involved

Europe JSING
Netherlands [ARA
United Kingdom [ISS¥&
Germany [JSIS¥)

Spain Kl

Belgium R

Italy S

France %Y

Poland [PZEA




Sustainability USP

And it’s not just involvement, but also product selection

Do you expect to use the following building envelope/fagade/insulation materials more, equally, or less in projects over the next five years?

Balance: % More minus % Less
0%

3% |

25%

-13% .
2 |

o]

229




Sustainability [USP

But the willingness to pay for sustainability is not increasing
strongly according to architects, it’s having ups and downs

36% 319% 31%
279
209

---- Asked for, and willing to invest

2018 2020 2022 2023 2025

Willingness to invest in sustainability
To what extent do your clients ask for sustainability and are they willing to invest more in it?
How much more are clients willing to invest when presented with sustainable products or solutions%?




Sustainability [USP

And the willingness to pay is more or less the same trough
various target groups in construction

"/ﬁ\/I 31% willing to invest

'% 30% willing to invest

33% willing to invest (B2C,
B2B 40%)




Furthermore, the main driving force is not market demand, but
government push & regulation

Most influential stakeholders in promoting sustainable construction

1 g

Architects

&
SF

Contractors

B2

E.Installer

fm

m
fm

35%
National/ local
government

35%
National/ local
government

36%
National/ local
government

AN
@?3’ 20%

Project developers

(@ﬁ 28%
Architects

L1 23%
mmm Building material
manufacturers

18%
Contr:ctors
m 16%
@’ Contr:ctors

Architects

Sustainability [USP



And even with legislation and government push, sustainable
initiatives are not always used

(@m Top 3 most familiar sustainability initiatives

37% aware 36% 32%

Architects

e @ EPD°
g Material e
cradletocradle passport

8% 10%

Contractors

Vx
Urban mining
23%

59% 26% 26%
EPD® ‘ ® \

e vaterial | I
pass

18%

Sustainability USP




So we can conclude that sustainability, although very relevant, is
between ‘stuck” and ‘moving’

A limited willingness
to pay

Driven by
legislation, less by
market demands

Complexity and lack
of clarity

W)

ol e

Split incentives
across the value
chain, the lower
down the value
chain costs are
prioritsed

Sustainability [USP



Sustainability USP

And this means the goals set on an European level with not be
met

Total construction industry greenhouse gas emissions

480‘725 412,772 409,845
. 353,608
ARTIRRRIRSIRR L @ i o-... 283,911
— ‘\ ........................... o
®




Sustainability [USP

What’s next?

PERFORMANCE

BUSINESS CASE

From compliance to From cost barrier, Renovation driven From fragmented
performance driven to business case acceleration, not just to integrated
sustainability with a (TCO, energy high standards for solutions

focus on prices, regulations) [l new build

measurable impact

Sustainability will not accelerate because of ambition, but because it
becomes unavoidable.
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