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Managing risk, enabling trade
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* Comparison of Atradius credit risk situation/business performance outlook for the industry

(Ranking from one ball (very poor) to five balls (very good)
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Squad performance for the tournament - check

German construction industry

2016f 2017f

Country

&

Polish construction industry

2015 2016f 2017f

GDP growth

Construction sector value
added growth (%)

Average construction sector growth
over the past 3 years (%)

Level of competition

Sources: IHS, Atradius

A strong rebound after
bad performance in the past

Just like the German national football team construc-
tion suffered a major crisis in the late 1990s and early
2000s, but has bounced back since then, becoming in-
creasingly successful. According to the German Builders
Association, turnover growth will increase 3% in 2016, to
EUR 103 billion.
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The last European championship was a
watershed

Polish construction activity was strong ahead of the
last 2012 EURO in Poland and the Ukraine, especially in
infrastructure building. But just like the Polish football
team failed to reach the Round of 16, the construction
industry saw a serious deterioration of production since
H2 of 2012, as major projects had been completed and
many contracts turned out to be unprofitable as material
prices increased. Construction insolvencies increased by
more than 50% in 2012 and remained very high in 2013.
However the sector rebounded in the course of 2014 and
registered a production growth of 2.8% in 2015.




Players to watch

Germany

m  Residential construction is expected to in-
crease 5% in 2016, driven by a high employ-
ment rate, low interest rates and the need
to provide new housing for the high num-
ber of refugees and asylum seekers.

Poland

®  Residential construction production value
increased 9% in 2015 and is expected to
grow further in 2016, driven by the robust
economic performance in Poland.
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® Inthe public construction segment demand
is expected to increase in 2016 and beyond,
but low prices are a serious issue for build-
ing businesses.



Major strengths and weaknesses

German construction industry Polish construction industry

Very high number of small companies
active in this sector

Many Polish construction businesses are
highly indebted, mainly to suppliers, not
banks. Banks sharply decreased their
engagement in the construction sector
after the 2012 building slowdown

Limited access to international capital
markets

Many construction companies -
especially smaller ones - traditionally
have weak equity ratios (the proportion
of equity used to finance a company’s
assets) and limited financial scope

However competition is high, especially
for public infrastructure tenders:
winning tender prices are usually far
below investor budget, with price wars
ongoging

Low prices accepted for winning
public tenders often mean that
general contractors transfer costs to
subcontractors
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Fair play ranking:
payment behaviour and insolvencies

German construction industry

On average, payments in the German construction
sector take around 45-50 days.

Instances of payment default decreased again in
2015, and this positive trend is expected to continue
in 2016.

However, the poor payment behaviour of public buy-
ers still remains an issue, as it puts a strain on sup-
pliers’ liquidity.

Among increasing demand and stable profit margins
construction insolvencies have decreased in recent
years and are expected to decline further in 2016.

However, the proportion of insolvencies in the con-
struction sector is traditionally higher than in other
industries.

Polish construction industry

On average, payments in the Polish construction sec-
tor take 75 days.

Payment behaviour has been bad over the past two
years, and the number and amount of protracted
payments remains high.

General contractors often transfer costs to subcon-
tractors by delaying payments. Overdue payments of
up to 30 days are quite common.

In March 2016 the National Debt Register recorded
construction companies debts amounted Polish zlo-
ty 1.35 billion - an increase of Polish zloty 320 mil-
lion since September 2015.

Insolvencies are expected to remain on a high level
in 2016.
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Disclaimer

This report is provided for information purposes only and is not intended as a recommendation
or advice as to particular transactions, investments or strategies in any way to any reader. Read-
ers must make their own independent decisions, commercial or otherwise, regarding the infor-
mation provided. While we have made every attempt to ensure that the information contained
in this report has been obtained from reliable sources, Atradius is not responsible for any errors
or omissions, or for the results obtained from the use of this information. All information in this
report is provided 'as is’, with no guarantee of completeness, accuracy, timeliness or of the re-
sults obtained from its use, and without warranty of any kind, express or implied. In no event will
Atradius, its related partnerships or corporations, or the partners, agents or employees thereof,
be liable to you or anyone else for any decision made or action taken in reliance on the informa-
tion in this report or for any consequential, special or similar damages, even if advised of the
possibility of such damages.

Copyright Atradius N.V. 2016

If you've found this report useful, why not visit our website www.atradius.com,
where you'll find many more Atradius publications focusing on the global econ-
omy, including more country reports, industry analysis, advice on credit man-
agement and essays on current business issues.

On Twitter? Follow @Atradius

Connect with Atradius
on Social Media

You

@atradius Atradius atradius

Atradius N.V.

David Ricardostraat 1 - 1066 JS Amsterdam

Postbus 8982 - 1006 JD Amsterdam
The Netherlands
Phone: +31 20553 9111
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www.atradius.com
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