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ctivity contracts amid nationwide lockdown

» Covid-19 outbreak and subsequent lockdowns lead to a contraction in activity

» Largest firms expect to be buoyed by infrastructure workloads; reductions in headcount expected

» Costs putting pressure on margins; deflationary risks emerging in South Island

Respondents to the RICS New Zealand Construction
and Infrastructure Survey in Q1 of 2020 noted a
significant pullack in market conditions. At the national
level, the implemenatation of nationwide lockdowns
appears to have had a significant effect on activity.
Respondents noted a pullback in each segment of the
market. Work on infrastructure projects appear to be
slightly more resilient, though a significant contraction
in work on airports was noted.

Conditions converge in North and South

Perhaps the most notable outcome in these results
was the convergence in conditions between the North
and South Islands. Survey participants in the South
Island noted that conditions have been more subdued
for the last several quarters, though the shock from
Covid-19 has weighed on market activity. Contributors
in the North Island had consistently been noting

an increase in activity. However, the coronavirus
pandemic appears to have derailed this momentum as
non-infrastructure workloads contracted during the first
quarter of 2020. Unsuprisingly, financial constraints are
now seen as a greater drag on activity than skills or
labour shortages.

Largest firms more optimistic

Characteristic of a systemic shock, the inital effects

of the pandemic appear to be affecting firms of
different sizes equally. Most companies appear to

have not yet reduced headcount during Q1, though
pressure on margins appears to have deteriorated.
There seems to be some differences in the outlook

for different sized firms, however. Respondents from
all firms except for the largest (those with more than
250 employees) expect both infrastructure and non-
infrastructure workloads to decline over the next twelve
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months. Those at the largest firms, however, expect
infrastructure workloads to increase over the next
twelve months. Although this depends much likely on
the duration of the lockdown and the government’s
planned stimulus measures once restrictions have
been lifted, at this junction headcounts are largely
expected to be cut over the next year.

Growing risk of deflation

Respondents in both the North and South Islands
expect construction costs to rise faster than tenders
over the next twelve months, which likely contributes
to the grim outlook for profit margins. More notably,
there appears to be a real risk of deflation in the South
Island, as some costs (and tenders) are seen declining.
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Comments from Survey Participants in New Zealand

“Covid-19 has had a large
impact on the construction
market and will continue to
have an impact.”

- Auckland

“Claims will be significant
and it will create
bottlenecks.”

- Auckland

“Serious shortage of skilled
workers.”

- Auckland

“Uncertainty due to
government action on
Covid-19, resulting in
pipeline uncertainty.”

- Christchurch

© RICS Economics 2020

“Restructured staff of
company down to 60%,
turnover currently 33% -
Covid-19.”

- Whangarei

“Covid-19 lockdown - we
have yet to see how this will
affect the productivity on
site with social distancing.”

- Auckland

“Covid-19 crisis is an
unknown and huge factor.”

- Auckland

“Covid-19 lockdown,
anticipated economic
downturn and contractual
uncertainty.”

- Christchurch

“Covid-19 has halted
construction during the
lockdown.”

- Hamilton

“Covid-19 will potential
result in project
cancellation, NZ economic
recession & redundancies.”

- Auckland
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Regional Charts - North Island

Construction market conditions deteriorated

significantly in Q1 of 2020, according to survey Workloads
participants. The level of work, which had risen across
all market segments (including infrastructure) in Q4 of 50 | notsoance s vat
2019 broadly contracted to begin 2020. 0 tas
Despite these conditions, respondents noted little %
change in new demand or new workloads. In some
segments of the infrastructure market, namely rail, 20
road and utilities projects, the level of work was said 10
to have increased, albeit at a more modest pace than
was reported in Q4. 0
10

A majority of contributors noted financial constraints
were holding back activity, and significantly more cited -20
a lack of demand as a constraint in Q1 than did in
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Regional Charts - South Island

Survey respondents in the South Island reported

a further deterioration of conditions in Q1 of 2020. Workloads
Private sector activity was seen to have contracted at
a quicker pace than what was reported in Q4. Public 40 | votoance e o
. . . . let balance, [
works, including infrastructure, appeared to be slightly
more resilient. 2 ma¢
Financial constraints were the top factor cited as
holding back activity by respondents, as profit margins
were said to have deteriorated further. Although the
pipeline of new workloads was not seen to have
changed significantly during the quarter, a lack of
demand was also highlighted by a majority.
Looking towards the next twelve months, non-
infrastructure workloads are expected to decline, as
is headcount, while margins are seen coming under
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RICS Consensus Tender Prices & Construction Costs (Next 12 months)
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Tender Prices Construction Costs
Building | g il | Commercial | Residential Total
ngineering
North America +2.1% +1.8% +1.7% +1.4% +1.9%
Canada +2.0% +1.7% +1.6% +1.3% +1.9%
British Columbia +0.5% +0.6% +0.4% +0.5% +1.2%
Ontario +3.4% +3.1% +3.2% +3.1% +3.2%
Praries & Territories -1.0% -1.2% -1.0% -1.1% -0.3%
USA +2.4% +2.0% +2.4% +1.7% +1.8%
Northeast +2.3% +0.2% -0.6% -0.5% +0.7%
South +4.1% +4.4% +3.4% +1.6% +41%
West +1.2% +1.3% +3.1% +2.9% +0.8%
Asia Pacific +1.2% +1.6% +2.1% +1.9% +2.3%
Australasia +0.8% +2.1% +1.8% +1.4% +2.1%
Australia +0.9% +2.5% +2.0% +1.2% +1.8%
New South Wales +0.1% +2.2% +0.7% +0.1% +0.6%
Queensland +2.6% +4.9% +4.2% +3.1% +3.5%
Victoria +0.8% +1.1% +2.3% +1.8% +2.5%
Western Australia +0.8% +1.7% +1.4% +0.7% +1.5%
New Zealand +0.8% +1.8% +1.8% +1.8% +2.4%
North Island +1.1% +2.3% +2.2% +2.6% +2.9%
South Island -0.7% -0.3% +0.3% -1.0% +0.8%
East Asia -0.1% +0.1% +1.0% +0.8% +0.9%
China +4.4% +4.6% +4.3% +3.8% +4.6%
Eastern Region +3.8% +4.0% +3.6% +3.2% +3.5%
Northern Region +7.1% +5.8% +6.4% +5.8% +6.4%
South Central Region +5.7% +6.4% +3.9% +3.5% +5.4%
Southwest Region +3.1% +3.5% +5.6% +4.0% +4.8%
Hong Kong -2.2% -2.2% -0.6% -0.4% -0.8%
Japan +0.5% +0.3% +0.3% -2.3% +0.3%
South Asia +4.4% +4.1% +4.5% +4.3% +4.9%
India +4.1% +3.9% +4.2% +3.9% +4.4%
Northern Region +3.7% +4.0% +4.1% +3.7% +4.0%
Southern Region +3.5% +3.6% +3.7% +4.0% +4.0%
Western Region +5.1% +4.3% +4.8% +3.4% +4.6%
Sri Lanka +5.1% +4.5% +5.3% +5.4% +6.3%
Western Province +5.3% +4.7% +5.9% +6.2% +7.2%
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RICS Consensus Tender Prices & Construction Costs (Next 12 months)
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Tender Prices Construction Costs
Building | g il | Commercial | Residential Total
ngineering
Southeast Asia +0.6% +1.0% +1.7% +1.5% +2.0%
Malaysia -1.9% -1.6% -0.8% -11% -0.7%
Borneo -2.5% -3.0% -0.2% -0.9% +0.2%
Northern Region -2.7% -1.7% -1.9% -0.6% -0.4%
Southern Region -3.3% -3.6% -3.3% -2.6% -4.1%
Western Region -1.6% -1.3% -0.5% -11% -0.5%
Philippines +6.6% +6.8% +6.8% +6.9% +7.2%
Singapore +0.2% +1.4% +1.5% +1.7% +2.7%
Middle East & Africa +1.7% +1.6% +2.6% +1.9% +2.4%
Middle East +0.2% +0.1% +1.1% +0.4% +1.0%
Bahrain +2.1% +1.1% +2.1% +1.7% +2.7%
Kuwait +3.2% +1.9% +3.6% +1.9% +3.2%
Oman +1.5% +1.6% +2.9% +2.4% +2.7%
Qatar +3.4% +3.5% +3.6% +2.7% +3.8%
Saudi Arabia +2.2% +1.4% +3.4% +3.2% +2.6%
Makkah +4.1% +2.6% +4.1% +3.6% +4.4%
Riyadh +4.0% +5.9% +5.7% +4.8% +6.2%
UAE -2.8% -2.8% 1.7% -2.5% -1.9%
Abu Dhabi -4.0% -4.0% -3.1% -4.5% -3.7%
Dubai -2.4% -2.4% -1.2% 1.7% -1.2%
Africa +3.8% +3.9% +4.6% +4.0% +4.3%
Ghana +3.1% +2.6% +2.6% +2.7% +1.8%
Mauritius +6.5% +6.4% +71% +6.9% +71%
Nigeria +6.8% +7.8% +7.3% +5.5% +6.3%
Northern States +7.5% +7.5% +7.0% +5.9% +6.5%
Southern States +6.4% +8.0% +7.5% +5.3% +6.3%
South Africa +3.0% +2.8% +3.8% +3.8% +4.1%
Gauteng +4.0% +3.5% +3.9% +3.5% +41%
KwaZulu Natal +1.4% +2.4% +2.8% +4.2% +3.2%
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RICS Consensus Labour & Material Costs (Next 12 months)
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Labour Costs Material Costs
Skilled | Unskilled | Bricks | Concrete | Copper | Glass Steel Total
Asia Pacific +2.4% | +1.3% +21% | +2.8% | +2.6% | +21% | +2.7% | +2.7%
Australasia +1.6% +0.4% +2.0% +2.4% +2.9% +2.6% +3.2% +2.5%
Australia +1.5% +0.1% +1.9% +2.4% +2.9% +2.5% +3.2% +2.6%
New South Wales +1.4% +0.3% +2.8% +3.5% +3.5% +3.5% +3.8% +3.2%
Queensland +2.8% +1.3% +3.0% +3.4% +2.4% +1.6% +1.4% +2.4%
Victoria +0.4% +0.1% +1.0% +1.0% +1.2% +1.7% +2.4% +1.8%
Western Australia +0.5% -1.8% -1.2% -1.2% +4.7% +0.7% +4.5% +2.7%
New Zealand +1.7% +0.9% +2.2% +2.4% +3.1% +2.9% +3.4% +2.5%
North Island +2.2% +1.8% +3.0% +3.0% +3.2% +3.2% +4.2% +3.1%
South Island +0.8% -0.7% +0.5% +1.1% +2.6% +2.0% +1.7% +1.1%
East Asia +1.3% -0.2% +1.6% +1.8% +1.4% +1.1% +1.3% +1.6%
China +5.8% +3.8% +4.4% +4.5% +2.9% +2.2% +3.1% +4.0%
Eastern Region +4.6% +2.5% +3.4% +3.2% +2.4% +1.2% +2.2% +3.1%
Northern Region +5.6% +4.2% +7.3% +6.4% +2.4% +2.9% +4.0% +6.1%
South Central Region +9.4% +7.5% +7.4% +8.4% +5.0% +5.0% +6.5% +6.8%
Southwest Region +5.4% +1.9% +2.0% +2.7% +2.1% +0.9% +1.3% +1.7%
Hong Kong -0.7% -2.2% +0.5% +0.7% +0.6% +0.6% +0.5% +0.6%
Japan -0.3% +1.1% +0.7% +1.0% +0.9% +1.7% +0.6% +0.2%
South Asia +5.2% +4.5% +4.2% +5.1% +4.9% +4.0% +5.3% +4.8%
India +5.1% +4.5% +4.1% +4.8% +4.4% +3.5% +4.8% +4.3%
Northern Region +4.5% +3.6% +4.5% +5.2% +4.5% +4.4% +5.4% +4.4%
Southern Region +5.5% +4.6% +4.1% +4.6% +4.4% +3.0% +3.7% +3.9%
Western Region +4.8% +4.8% +3.2% +4.0% +3.8% +3.2% +5.5% +4.2%
Sri Lanka +5.6% +5.0% +4.5% +6.1% +6.7% +5.7% +7.3% +6.6%
Western Province +5.4% +4.9% +5.0% +6.2% +7.1% +6.0% +7.4% +6.8%
Southeast Asia +1.9% +1.2% +1.2% +2.3% +2.0% +1.6% +1.9% +2.5%
Malaysia +0.4% -0.2% -0.2% +0.8% +0.8% +0.0% -0.1% +0.6%
Borneo +0.9% -1.2% +0.7% +2.6% +3.6% +3.6% +2.1% +3.2%
Northern Region +0.9% -0.8% -3.3% -1.1% +0.0% -1.9% -1.8% -2.1%
Southern Region -1.5% -1.5% -2.4% -0.9% -2.3% -3.6% -3.2% -0.5%
Western Region +0.4% +0.1% +0.2% +1.0% +0.8% +0.1% -0.0% +0.8%
Philippines +4.4% +3.6% +3.7% +5.1% +4.2% +4.5% +5.8% +6.0%
Singapore +3.1% +2.5% +1.5% +3.3% +1.8% +1.8% +2.2% +3.4%
]
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RICS Consensus Labour & Material Costs (Next 12 months)

Labour Costs Material Costs
Skilled | Unskilled | Bricks | Concrete | Copper | Glass Steel Total
Middle East & Africa | +2.7% | +1.7% | +2.5% | +2.8% | +3.5% | +3.2% | +3.8% | +3.4%
Middle East +1.5% +0.7% +1.7% +1.6% +2.1% +2.2% +2.3% +2.1%
Bahrain +1.4% +0.7% +2.5% +1.7% +3.1% +3.1% +2.7% +2.9%
Kuwait +2.6% +2.3% +2.0% +1.9% +1.9% +1.9% +2.0% +1.9%
Oman +2.4% +2.4% +0.5% +1.0% +2.5% +2.5% +2.4% +2.0%
Qatar +3.6% +2.7% +3.8% +4.5% +5.1% +5.2% +5.1% +4.7%
Saudi Arabia +3.8% +2.2% +2.6% +1.8% +2.4% +2.4% +3.1% +3.2%
Makkah +4.8% +3.7% +3.6% +1.7% +2.7% +2.5% +4.0% +4.5%
Riyadh +3.8% +3.3% +4.7% +5.9% +6.5% +5.3% +6.8% +6.6%
UAE -0.5% -1.1% +0.4% +0.1% +0.1% +0.3% +0.4% +0.3%
Abu Dhabi -2.5% 2.7% +0.1% -0.1% -1.3% -1.0% -1.5% -0.9%
Dubai +0.3% -0.5% +0.6% +0.3% +0.7% +0.9% +1.2% +0.9%
Africa +4.6% +3.0% +3.7% +4.6% +5.7% +4.7% +6.3% +5.4%
Ghana +7.5% +2.9% +3.9% +4.3% +5.8% +5.6% +5.0% +5.8%
Mauritius +6.0% +5.5% +5.5% +5.2% +7.4% +7.8% +6.2% +6.5%
Nigeria +4.9% +3.5% +3.5% +5.3% +5.6% +5.9% +7.3% +5.6%
Northern States +7.6% +5.7% +4.7% +5.8% +5.9% +6.6% +8.2% +6.6%
Southern States +3.6% +2.4% +2.9% +5.1% +5.4% +5.5% +6.8% +5.1%
South Africa +4.7% +3.9% +4.5% +5.1% +6.8% +4.4% +7.2% +5.3%
Gauteng +4.3% +3.7% +4.0% +4.8% +6.9% +4.0% +7.7% +4.8%
KwaZulu Natal +4.3% +3.5% +5.3% +5.6% +6.9% +4.7% +6.7% +6.6%
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Information

Construction and Infrastructure Survey

RICS’ Asia-Pacific and Middle East Construction and
Infrastructure Survey is a quarterly guide to the trends in the
construction and infrastructure markets. The report is available
from the RICS website www.rics.org/economics along with
other surveys covering the housing market, residential lettings,
commercial property, construction activity and the rural land
market.

Methodology

Survey questionnaires were sent out on 11 March 2020 with
responses received until 16 April 2020. Respondents were
asked to compare conditions over the latest three months
with the previous three months as well as their views as to the
outlook. A total of 1323 company responses were received
globally. Results are collated at a country level with regional
results only reported if a minimum of ten responses received.
Responses in Canada were collected in conjunction with

the Canadian Institute of Quantity Surveyors. Responses

in the United States were collected in conjunction with the
Association for the Advancement of Cost Engineering.

Net balance = Proportion of respondents reporting a rise in a
variable (e.g. occupier demand) minus those reporting a fall (if
30% reported a rise and 5% reported a fall, the net balance will
be 25%). Net balance data can range from -100 to +100.

A positive net balance reading indicates an overall increase
while a negative reading indicates an overall decline.

Contact details

This publication has been produced by RICS. For all economic
enquiries, including participation in the monitor please contact:
economics@rics.org

Disclaimer

This document is intended as a means for debate and
discussion and should not be relied on as legal or professional
advice. Whilst every reasonable effort has been made to
ensure the accuracy of the contents, no warranty is made with
regard to that content. Data, information or any other material
may not be accurate and there may be other more recent
material elsewhere. RICS will have no responsibility for any
errors or omissions. RICS recommends you seek professional,
legal or technical advice where necessary. RICS cannot
accept any liability for any loss or damage suffered by any
person as a result of the editorial content, or by any person
acting or refraining to act as a result of the material included.
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Confidence through
professional standards

RICS promotes and enforces the highest professional
qualifications and standards in the valuation, development
and management of land, real estate, construction and
infrastructure. Our name promises the consistent delivery
of standards - bringing confidence to markets and effecting
positive change in the built and natural environments.

Americas

Latin America North America
ricsamericalatina@rics.org ricsamericas@rics.org
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ricsasean@rics.org ricshk@rics.org
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