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Recovery Threatened
by Crane Dispute
Construction sites set for shutdown on
Friday as crane drivers begin strike action.
No sooner has the UK construction
industry thrown off the recessionary
shackles than an industrial dispute
among crane drivers threatens to
undermine a recovery that is
growing in momentum.
At the time of writing, major
construction sites are set for severe

A large number of sites across
London and the rest of England are
set to be affected including:
Crossrail, the London Bridge
redevelopment, Nova Square
Victoria, the Elephant and Castle
redevelopment and the Atomic
Weapons Establishment at
Aldermarston.

disruption on three consecutive
Fridays (starting November 7th) as
crane drivers employed by HTC
Plant Limited begin industrial action.

Major construction contractors set to
be affected include: Kier, Lend
Lease, Bam, Costain, Mace and
Vinci.

The company’s 180 plus crane
drivers have overwhelmingly voted in
favour of strike action in a dispute
over pay.

According to industry union UCATT,
since the recession in 2008 crane
drivers at HTC have experienced
several pay freezes and their pay
has plummeted in real terms. UCATT
had previously attempted to
undertake pay negotiations with
HTC but the company did not table
an offer that came close to the
expectations of members.
Steve Murphy, General Secretary of
construction union UCATT, said:
“Construction sites are facing
massive disruption because HTC
have failed to make a realistic pay
offer to our members.”

Please visit The Builders’ Conference website www.buildersconference.co.uk/newsandevents

To Be Opened
In The Event Of
A Downturn
THE INSIDER

Ever since Bing Crosby and the writers of
White Christmas received their first annual
royalty cheque, the music industry has been
adept at planning ahead and setting aside a
little something for the future.

There are just
a few things you
can do to make the
transition from
recession to recovery
just that little
bit smoother

It was 1982 that Prince penned 1999, safe in the knowledge
that 17 years hence – and regardless of his career trajectory
- he was due a cash windfall. Jarvis Cocker followed suit in
1995 with the release of Disco 2000 five years before Y2K;
five years before Robbie Williams assailed eardrums and
spoiled John Barry’s “You Only Live Twice” riff forever with
his “Millennium” dirge.
Tying your words to a significant yet inevitable future event is
not just financially astute; it speaks to a mythical prescience.
And, let’s face it, there is very little more satisfying than throwing
open one’s arms to address the predicted vista whilst wearing a
smug smile that says “see, I told you so.”
In this spirit, I have penned this column to our future industry in
the hope that it will offer some insight, guidance and comfort
when the next inevitable downturn happens:

Dear Construction
Industry

– The first thing you are going to need
when the upturn comes are people
that can actually do the work.

If you are reading this, the chances
are that you find yourselves staring
down the barrel of what us old-timers
used to call a “recession” (you might
have coined a new phrase for this by
now; if so, I hope it’s something fluffy
and less filled with foreboding).

Keep your systems up to date –
Assuming that computers haven’t been
replaced just yet, keep your software
up to date. Computer systems have
a nasty habit of becoming obsolete
while you’re worrying about where
the next cheque is coming from.

Regardless, the important part of the
word recession is the “re” at the
beginning; you know, like repeat,
reimagine, regain. In other words, it
refers to something that has happened
before. (That said, I don’t think we
called the first industry downturn a
“cession” but I digress).
You have probably been told by now
that your industry is cyclical. But, in
truth, the industry behaves far more
like a rubber ball dropped from a
great height – Each low is followed
by a high, which is followed by a
low, which is….well, you get the
idea. And if history has taught us
anything it is that the more things
change, the more things stay the
same or “plus ça change, plus c’est
la même chose” as they say in
France. Yes, France, that slightly
odd-smelling country the other side of
the tunnel boarded up when The
Grand Wizard Farage swept to
power in the great UKIP uprising (or
not, as the case may be).
In short, what I am trying to say
to you from beyond the
grave/care home
perimeter wall is that the
darkest hour is just before
the dawn. Things might
look bleak now but you
are almost certainly just
weeks/months/years*
(*delete as applicable)
from the next upturn.
Until then, there are
just a few things you
can do to make the
transition from
recession to recovery
just that little bit
smoother:
Do your best to
maintain training levels

probably still have to toil under
politicians. If yours are anything like
ours, they know nothing. The only
time they have ever set foot on a
construction site is to deliver a scripted
sound-bite whilst wearing a hard hat
(you still have those, right?)
I realise that this will be of scant
consolation to you right now as you
struggle to afford your next loaf of 3D-

The first thing you are going to
need when the upturn comes are
people that can actually
do the work

Nail your cash-flow – As cash has
probably been replaced by
plastic/hologram by now, this may
sound like an archaic term, but the rules
still apply. The first sign of a true
recession is that formerly reliable payers
become less reliable. (For the record,
the second sign of a true recession is
that even those that have no intention of
paying will stop buying).
If the recession means you’re not
working for your business, work ON
your business – Experience tells us
that those most likely to survive a
downturn are those that are lean and
mean, quick to diversify and to seize
opportunities as they
arise.

printed bread/economy flight to Alpha
Centauri, but things will get better.
Oh, and just so you know, yes, there
really was a time when a nation of
millions used to huddle around a
plastic box to watch other people
make cakes; there was a time when
there was real music made by people
that could sing or play musical
instruments, not just that prescribed by
Cowell the Merciless and
Omnipotent; and there really was a
time when West Ham (the football
team that played at the Olympic
Stadium before it was turned into
Virgin Galactic’s spaceship dock)
were fourth in the Premier League.
They were simpler times.

Don’t trust
the political
classes –
Assuming that
Russell Brand
turned out not to
be the new Messiah
and that his revolution
began and ended with a
book of that name, you

Yours Sincerely

The Insider
(2014)

Commentary From Neil Edwards
Chief Executive - The Builders' Conference Trade Association

Still On Track
The BCLive league table might have
taken a seasonal dip in October, but the
long-awaited recovery remains very much
on track according to The Builders’
Conference chief executive Neil Edwards.

The BCLive league table for October
was never likely to replicate the highs
of the preceding month. But with a
total value of almost £3.8 billion, the
signs are that the recovery remains
on track, according to The Builders’
Conference CEO Neil Edwards.
October traditionally marks the
beginning of the winter slowdown in
construction circles. So nobody
expected the BCLive league table to
replicate the astonishing performance of
last month. And yet, with a combined
value of almost £3.8 billion spread
across a total of 775
contracts, the industry’s
recovery remains very
much on an upward
trajectory. Of course,
compared to the
anomalous £5.7
billion total achieved in
September, this looks
like a near £2 billion
slide in the wrong
direction. But
factoring in
seasonality, this
remains a strong and
encouraging set of

figures; a set of figures, incidentally,
that is around £1.6 billion up on the
same month last year. This
contribution also keeps the rolling year
figures nicely on track and just over the
£46 billion mark.
It was notable once again that all of the
companies in the BCLive Top 10 each
secured more than £100 million of
work again this month. It is similarly
pleasing to note that Keepmoat made
the list again for the first time in a while,
and that McAleer & Rushe Group
achieved a creditable 8th place.

Top of the pile, however, was Skanska
which boasted a haul of just over
£257 million including a £165 million
contract to design, build, finance and
operate a new biomedical campus at
Papworth Hospital in Cambridgeshire.
Laing O’Rourke maintained its
seemingly permanent place in the
BCLive top tier courtesy of a £150
million refurbishment and repair
framework contract across seven
Yorkshire schools for the Education
Funding Agency.
A £100 million housing refurbishment
and repair contract for Nottingham
Community Housing Association
propelled Keepmoat into fourth place,
while Redrow Homes laid claim to sixth
spot thanks largely to a £115 million
new build housing contract in
Colchester.
In a month that saw Morgan Sindall
managing director Graham Shennan
depart the company, it is interesting to
note that, once again, the group
along with Kier Group top the list of
companies with the most contracts
secured with hauls of 20 & 21
respectively for a combined values of
£127.7 & £160.4 million.
From a regional perspective,
Yorkshire contributed more
than £300 million worth of
work with East Anglia and
the South West following
close behind with £277 and
£267 million respectively.
But – and it goes largely
without saying – Greater
London once again made the
greatest contribution with
£726 million across more
than 130 contracts.

Lack of FM
Could Cost UK
Almost £1 Billion
RICS research highlights the business
cost of ineffective facilities management
Research suggests that UK businesses
could be losing out on savings of nearly
£1 billion, as a result of their failure to
adopt a more effective approach to
facilities management (FM).

Conducted by the Royal Institution
of Chartered Surveyors (RICS), the
research found that around 26
percent of organisations in the UK
are still not taking a strategic
approach when it comes to FM – a
business discipline that involves the
co-ordination of space, people,
resources and property within an
organisation. It suggests that those
organisations using FM in a
strategic capacity could be saving
themselves as much as £120,000
on average.
As a result of its findings, the RICS
suggests that a reluctance to invest
in, and embed a dedicated FM
programme within an organisation –
an approach it calls ‘Strategic FM’
(SFM) – means that many businesses
and public sector organisations
could be missing out on huge cost
saving opportunities.
The research conducted with 707
small, medium and large
organisations from across the public
(203) and private sectors (504), also
shows the positive impact SFM has
on those organisations that already
adopt the approach. Half of those
interviewed who use SFM said that it
has saved their organisation money
– with many of those in the private
sector reporting the positive impact it
has had on their profitability (39
percent) and turnover (48 percent).
What’s more, of those questioned
who use SFM, three in five (59

With nearly £1 billion being
wasted by those organisations
without SFM in place, our research
clearly demonstrates that more
needs to be done

percent) said that their
organisation had seen an
increase in overall
productivity, with 49
percent saying that the
attractiveness of their
organisation to clients or
customers had been
boosted by it. In addition,
around a fifth (21 percent)
said that employee
absence in their
organisation had
decreased as a result of SFM.

Johnny Dunford, Global
Commercial Property
Director at RICS.

“To support
professionals in
developing SFM in their
own organisation, RICS
has developed a
valuable suite of
information, resources
Johnny Dunford, Global
Property Director at RICS
and services which
includes our recently
launched SFM Guidance booklet
and accompanying Case
Studies booklet. What’s more,
Of those questioned specifically in
the RICS is helping to
the Government sector, the tangible
professionalise the FM sector
benefits of a more strategic approach
through its Chartered Facilities
to FM were even higher with 70
Management Surveyor
percent of those respondents that use
(MRICS) and Associate
SFM saying that they had seen an
(AssocRICS) qualifications.”
overall increase in productivity, with
a further 71 percent stating that they
To accompany their findings
had also seen an increase in
and to support professionals
employee engagement.
in implementing SFM in
their own organisation, the
“It’s clear from our research that
RICS has developed a
recognising FM as a strategic
series of top tips:
discipline has the ability to bring
about tangible business benefits for
• Ensure that you are
organisations of all shapes, sizes
fully aware of your
and sectors. With nearly £1 billion
organisation’s overall
being wasted by those
mission statement and
organisations without SFM in place,
business objectives with
our research clearly demonstrates
a view to developing an
that more needs to be done to get
SFM approach that
leaders in the private and public
supports in their
sectors on board with the new
delivery.
approach. By recognising FM as an
important strategic discipline,
• Put measures in place
businesses could reap the huge
to capture accurate data
business benefits it promotes,” says

which will enhance strategic
decision making when it comes to
FM – data on operating costs, repair
costs, utilisation levels and
environmental performance are key.
• Ensure that FM is represented at a
strategic level when organisational
policies and frameworks are being
developed – this will ensure that the
right facilities can be provided in the
right locations at the right cost and
quality, supporting organisations in
meeting key objectives.
• Use internal communications
networks to get a view of the
operational requirements of your
organisation and build relationships
with key operational managers who
can help you deliver an effective FM
strategy.
• Access the abundance of resources,
information and qualifications that are
out there – all geared towards the
professionalising of FM and
enhancing of its vital importance as
a strategic discipline.

The Return
Of Fear
Financial markets have run into
another bout of turbulence in the past
few weeks. On 16th October the
FTSE100 index closed at under
6,200, having been at over 6,800
as recently as 15th September. It’s
been a similar story for other equity
markets, as investors have once
again taken fright.
A pull-back in sentiment is no great
surprise. After all, the world is still
bedevilled by some toxic geopolitical
issues:

had already come to a standstill in the
second quarter, but the recent news
flow has clearly hinted that the third
quarter probably saw a dip back into
contractionary territory. Aside from the
long-standing and deep-rooted malaise
in France and Italy, it now seems that

Islamic State continues to run amok
in Syria and Iraq; the ceasefire in
eastern Ukraine remains distinctly
shaky;
Libya has descended into chaos;

•

and the Ebola virus is running out of
control in parts of west Africa.

Yet it’s not these factors which have
spooked investors. Instead, sentiment
has been pricked by a reassessment of
economic prospects, especially in the
Euro Area and some of the oncebuoyant large emerging economies.
More Eurozone woe
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The most alarming news has come
from the Eurozone. The fragile recovery
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Germany too has caught something of
a chill. Initially, the deterioration in
business confidence was viewed as a
temporary reaction to the crisis in
Ukraine. But even now that the fighting
has died down and a ceasefire of sorts
is in place, confidence in Germany

German business sentiment deteriorates

Index (2005 = 100)

•

HSBC’s Mark Berrisford-Smith
reports on a global financial market
wracked with ongoing uncertainty.

With the annual rate of consumer price
inflation in the Eurozone having drifted
down to just 0.3%, the ECB is clearly
keen to ward off the pernicious threat of
deflation. Interest rates have been cut
twice in recent months, but with the refi
rate now at just five basis points, there is
no more conventional ammunition left.
That leaves only the various forms of
credit easing and quantitative easing,
where the experience of other central
banks suggests that the economic
benefits are modest rather than dramatic.
The ECB is finally embarking on a
programme of asset purchases, but is
not yet ready to launch outright
quantitative easing by buying
government bonds in the secondary
markets. Instead, it hopes to use a
combination of Targeted Long-Term
Refinancing Operations, and purchases
of covered bonds and asset backed
securities, to restore its balance sheet to
the size it was back in early 2012, at
the height of the debt crisis. It appears
that most of the ECB’s Governing
Council, especially those from Germany,
would sooner endure root canal
treatment rather than indulge in what
critics often term ‘debt monetisation’. Yet
they may eventually have no choice,
and HSBC still expects a programme of
government bond purchases to be
unveiled some time in 2015.
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Some of the Eurozone’s once-stricken
peripheral economies are now doing
much better, with Spain responsible
for half of the Eurozone’s (admittedly
paltry) job creation in the past year.
But these countries can’t pull the train
on their own, and investors and others
fret that the policy response, whether
from the EU or the ECB, or from
national governments, won’t add up
to very much.

A rollercoaster ride for the FTSE 100
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has continued to wilt. In particular,
there were some dreadful data
releases from the industrial sector in
August, which showed sharp falls in
industrial orders, manufacturing
production, and merchandise exports.
These might be partly explained by
changes to the timings of school
holidays and factory shutdowns, but
there is a widely-held suspicion that
something more sinister is going on.

JULY 14
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Sticking to the fiscal rules
The prospect that the Eurozone might
fall into a triple-dip recession has stirred
some of the demons from the debt
crisis. Peripheral bond yields have
again spiked, especially in the case of
Greece, while the results of the ECB’s
Asset Quality Reviews and stress tests
of the Eurozone’s major banks, due to
be published at lunchtime this coming
Sunday, will be awaited with
trepidation.
Meanwhile, the European Commission
has the unenviable task of deciding

whether to reject some of the draft
national budgets for 2015. France will
prove to be something of a test case
for the new Fiscal Compact. The EU
had already granted an extension to
2015 for the French government to cut
its deficit to below the 3% of GDP
ceiling. But the latest budget proposals
now envisage that this won’t happen
until 2017. The Commission will have
to decide whether it is prepared to risk
pushing economies back into recession
for the sake of fiscal probity, or
whether it can sit back while a coach
and horses are driven through the
newly-enhanced fiscal framework.

The Commission will have to
decide whether it is prepared to
risk pushing economies back into
recession for the sake of fiscal probity, or
whether it can sit back while a coach and
horses are driven through the
newly-enhanced fiscal framework

HS2

-- So Much More
Than Fast
For the public at large, the
HS2 project will deliver
faster journey times between
London, Birmingham,
Manchester and Leeds.
For the logistics sector, it
spells the end of restricted
freight capacity.
But to the construction
industry and the equipment
manufacturers that serve
it, HS2 represents the
UK’s largest infrastructure
project this century.

It has been a long while – possibly
since the completion of the core of
the nation’s motorway network –
since the UK construction industry
stood on the brink of such a huge
and visible project as HS2. Sure
we had the Channel Tunnel but, as
is the way with tunnels, it was out
of sight and largely out of mind
for all but the conservationists and
the anti-French lobby. And yes,
we have witnessed the
construction of The Shard, The
Gherkin, The Walkie Talkie, The
Cheese Grater and countless other
high profile London skyscrapers
with equally ridiculous nicknames.
But in terms of magnitude, these are
mere trifles when compared to the
mammoth undertaking that is
scheduled to link London with the
Midlands and the North of England,
rewriting the nation’s economic
geography and alleviating the strain
on an existing West Coast Main
Line (WCML) rail service that will
soon have 50 percent more train
passengers than it has seats.
Indeed, the estimates surrounding
the HS2 truly boggle the mind. It is
anticipated that the construction of
the country’s second high speed rail
network will generate 50,000 jobs
per year during its construction. It
will also support an additional
100,000 jobs in and around the
stations, and a further 400,000
across the Midlands and the
North (Core Cities Group).
But this will be a bi-product
of a construction project of
unimaginable scale. HS2
will require the construction
of 350 miles of railway.
Requiring a total funding of
around £42.6 billion, HS2
will be built in two phases
and include nine dedicated
HS2 stations. Around 50
percent of the line will pass
through cuttings, tunnels,
bridges and viaducts
including around 100 that
will be built as part of the
project. The project will
require 55 million m3 of
excavation; four million m3
concrete; 973 kilometres of

Around 50 percent of the
line will pass through
cuttings, tunnels, bridges and
viaducts including around 100 that
will be built as part
of the project

rail line; 700,000 m3 of surfacing
materials and almost a million
tonnes of rebar. At the height of
construction activity, the project will
be utilising an unprecedented fleet
of more than 500 articulated
dumptrucks together with around
600 eight-wheel tippers. And
these haulers won’t load themselves,
so excavators will also be in huge
demand.
Of course, in keeping with a project
that is huge in every sense of the
word, the timeline from inception to
delivery and line opening is equally
large and long. Although the
project has rarely been out of the

national headlines since it was
mooted in 2009, Royal Assent for
the project’s first phase is not
expected until 2016, quickly
followed by the required enabling
works. Experts anticipate that
construction will commence in
earnest in 2017 with the line
opening nine years later.

This edition of Hard Data is drawn
from a presentation given to the
latest CEA Conference by John
Carroll, Head of Construction and
Logistics, Hybrid Bill team, HS2 Ltd.

Another Bump
InThe Road

The past month has seen renewed
turbulence on financial markets,
with sharp falls in equity prices
and heightened volatility of major
exchange rates. The geopolitical
factors which were tending to
dampen sentiment during the
summer are still active, with Islamic
State still running amok across Iraq
and Syria, while the ceasefire
between Ukraine and Russia is
shaky at best, and the Ebola virus
is causing economic dislocation to
West Africa. Yet it is the outlook
for the global economy and the
prospect of imminent rate hikes by
the Federal Reserve which have
done most to unsettle the markets.
Not for the first time, it is the
Eurozone which has been
responsible for most of the
downbeat economic news flow of
the past few months. While data
released in early August showed
that GDP had stalled in the second
quarter, this was partly ascribed to
a loss of confidence on the part of
German businesses resulting from
the fighting in Ukraine. But the

Financial markets have run into another
bout of turbulence as economic
conditions have deteriorated in the Euro
Area and in some large emerging
economies, particularly Brazil, Russia,
and Turkey. Mark Berrisford-Smith,
Head of Economics, UK Commercial
Banking, HSBC Bank plc, reports.

ceasefire agreed in early
September has done little to restore
sentiment, while the latest data and
survey reports suggest that the third
quarter could have been even
worse than the second quarter.
More Eurozone woe
In particular, there were some
dreadful numbers out of Germany
for August, with a sharp fall in
industrial orders; a fall of nearly 5%
in the volume of manufacturing
production; and a decline of more
than 5% in the value of goods
exported. Changes to the timings of
school holidays and factory
closures are partly to blame, with
September’s figures likely to show
something of a bounce-back. But

there is a widely-held suspicion that
August’s data pointed to an
underlying deterioration in the
Eurozone’s largest economy. That
would be bad news indeed,
especially as numbers 2 and 3 –
France and Italy – continue to
languish on the cusp of recession.
Of the ‘big four’ only Spain is
making meaningful progress,
reporting modest growth of 0.5% in
the second quarter, and is also the
only one of the four where the rate
of unemployment is falling to a
meaningful extent, albeit from a
very high level.
So even before the recent dose of
market jitters HSBC had cut its
growth forecast for the Euro Area,
with GDP now expected to expand

by only 0.7% this year (previously
0.9%), and by just 1% in 2015. The
dire state of the Eurozone economy
has galvanised the ECB into further
action. At its policy meeting in
September interest rates were cut
one last time, taking the refi rate
down to just 0.05%, while a
programme of asset purchases was
announced. These purchases,
together with the targeted long-term
refinancing operations (TLTROs)
which also got underway in
September, are aimed at increasing
the size of the ECB’s balance sheet
back to where it was, relative to
GDP, at the start of 2012. This
implies that the ECB aims to achieve
an expansion of around one trillion
euros. For now, the asset purchases
are confined to covered bonds and
asset-backed securities; but, with the
annual rate of consumer price
inflation having eased to just 0.3%
in September, a move to outright
quantitative easing (QE) involving
purchases of government bonds in
the secondary markets is still on the
cards for 2015.
When will US interest
rates rise?
The other factor which has
disturbed financial markets in recent

The result of this trans-Atlantic
tug of war has been a resurgence
of the dollar. Nothing like this has been
seen since the dotcom days of the late
1990s, and HSBC expects that the
greenback’s strength
still has further to run

weeks is the approaching date of
the first rate hike in the United
States. Having been gently tapering
its programme of asset purchases
since last autumn, the Fed will
formally call a halt to QE later this
month, and although the statements
which follow each policy meeting
still talk of a ‘considerable’ time
between the end of QE and the first
increase in the fed funds rate, it is
now clearly the next decision that
will be made. Moreover, while the

The housing market comes off the boil
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Eurozone economy is once again
flat on its back, the US economy
continues to expand at a decent
pace. It’s certainly not a re-run of
the so-called ‘goldilocks’ years of
the late 1990s, but jobs continue to
be created at a healthy pace, with
monthly gains in non-farm payrolls
averaging 224,000 during the
third quarter and the unemployment
rate in September falling below 6%
for the first time since 2008.
The result of this trans-Atlantic tug of
war has been a resurgence of the
dollar. Nothing like this has been
seen since the dotcom days of the
late 1990s, and HSBC expects that
the greenback’s strength still has
further to run.
Having traded at close to
USD/EUR 1.40 in the spring, the
rate is now down in the mid 1.20s,
with HSBC expecting it to end next
year at USD/EUR 1.19.
Lower oil prices
Given that geopolitical risks from
Islamic State and the
Russia/Ukraine conflict haven’t
gone away, it may seem somewhat
surprising that the price of oil has
tumbled, rather than climbed. By
late September Brent crude was

trading at just $88 a barrel, a
reduction of a fifth since the spring.
A number of factors are at play
here, including the dollar’s
rebound, with a strong greenback
usually being associated with a
weakening of commodity prices,
many of which are priced in
dollars. The oil price has also been
undermined by the deteriorating
economic outlook, especially the
downgrades to forecasts by major
international bodies, such as the
IMF and the OECD. There is also a
battle for market share going on
among the world’s major oil
producers. With the United States
soon likely to become the world’s
largest producer, Saudi Arabia
and other producers have been
prepared to drop their prices rather
than lose share.
Geopolitics plays second
fiddle
If nothing else, the market
turbulence of recent weeks has
demonstrated that the longestablished link between geopolitics
and the price of energy has been
severely weakened. The OPEC
cartel now accounts for less than
two fifths of global output while the
shale revolution has put the United
States in a powerful market
position.

The present bout of market jitters
isn’t being stoked up by
geopolitics, but instead by the
prospect of the Fed tightening
monetary policy. Emerging
economies are especially
vulnerable to a normalisation of
monetary conditions in the United
States, with a rising fed funds target
rate threatening to suck liquidity
back to America, while the
depreciation of currencies in
relation to the dollar tends to boost
domestic inflation rates on account
of the higher price of many
imported goods. So apart from the
downgrade to the Eurozone, the
most notable changes to HSBC’s
forecasts compared with the
previous quarter relate to emerging
economies.
A brighter outlook for India’s
economy
China continues to plough along at
a growth rate slightly below the
official target of 7.5% per annum,
although recent statements from
think-tanks linked to the government
suggest that this target rate could
soon be trimmed.
Meanwhile, the Indian economy
appears to have perked up since
the election of Narendra Mohdi as
Prime Minister in May, with matters

Brazil having slipped into a mild
recession, the Turkish economy
contracting in the second quarter, and the
Russian economy slowing sharply thanks
to a combination of tit-for-tat sanctions,
deteriorating business sentiment,
and the plunging oil price

being helped by easing domestic
inflation, which has brought an end
to the tightening of monetary policy
by the Reserve Bank of India.
India’s growth rate is expected to
top 6% in 2015, and could well be
only a touch shy of China’s.
In contrast to the relative resilience
of India and China, several of the
other large emerging economies
continue to struggle, with Brazil
having slipped into a mild
recession, the Turkish economy
contracting in the second quarter,
and the Russian economy slowing
sharply thanks to a combination of
tit-for-tat sanctions, deteriorating
business sentiment, and the
plunging oil price. HSBC now
expects that the Russian economy
will contract by 1% in 2015, with
Brazil achieving only negligible
growth. Yet the overall impact on
the group of emerging economies is
modest thanks to the improving
prospects for India.
Britain has enjoyed a solid
recovery
The UK continues to be one of the
most buoyant advanced economies,
with growth for 2014 as a whole
expected to come in at slightly
above 3%. GDP expanded by a
brisk 0.9% in the second quarter,
with the annual growth rate coming
in at 3.2%.
With the national accounts being
heavily rejigged to meet the new
European System of Accounts 2010
(ESA2010) methodology, there
have been thorough-going revisions
going back to the late 1990s.
These have had the effect of
smoothing out the peaks and
troughs of the past decade to a
modest degree – in other words,
the pre-crisis boom wasn’t quite as
big; the recession not quite as
steep; and the revival a little
stronger. Nonetheless, the peak-totrough decline in GDP was still
6.0%, as against the previous
figure of 7.2%. The other
consequence is that under this new

Nor is it necessarily a bad thing, in
view of the concerns earlier in the
year about an over-heating housing
market and the unsustainability of
the retail revival. Certainly, it was
widely expected, including by the
Bank of England.
The clearest evidence for a modest
slowdown has come from the
Purchasing Managers’ Index (PMI)
surveys, where the output
component of the survey of
manufacturers has plunged by
nearly nine points since May to
stand at just 51.5 in September.
Meanwhile, the latest quarterly
survey by the British Chambers of
Commerce reported that the intake
of export orders was at its weakest
since the final quarter of 2012.
Given the recent run of very poor
export data that’s hardly a surprise,
with the ONS reporting that the
volume of merchandise exports
tumbled by 3.7% in the three
months to August. There was also a
fall of 3.9% in the output of the
construction sector in August,
although it should be noted that this
series is notoriously volatile and
prone to hefty revisions.
By contrast, the services sector
remains in fine fettle, with the
business activity component of the
PMI survey holding at an elevated
58.7 in September, which suggests
that this sector posted strong growth
again in the third quarter, although
perhaps not quite matching the
1.1% expansion registered in the
second quarter.

Annual GDP growth, %

Yet the past few months have
brought indications that the pace of
economic growth is starting to slow.
This is hardly a surprise, given the
difficulties being experienced in the
global economy, and especially in
the Eurozone.

Diverging trends among BRIC economies
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methodology the economy regained
its pre-recession level of output in
the third quarter of 2013, nine
months earlier than previously
reported. This means that GDP in
the second quarter of 2014 was
2.7% above the pre-crisis peak.
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There are also signs – not entirely
unwelcome – that the housing
market has lost a bit of steam,
partly it seems because buyers are
exercising greater caution out of
fear that the market was starting to
over-heat. New rules introduced in
April following the Mortgage
Market Review (MMR) reforms are
also making it harder for some
borrowers to obtain finance, while
the Financial Policy Committee
(FPC) added to these hurdles in
June by announcing restrictions on
the extent to which lenders can
provide mortgages at high loan-toincome ratios.
The ONS’s measure of house
prices, which is the most
comprehensive but not the most upto-date, still showed elevated
annual growth of 11.7% in August,
although other surveys suggest that
this rate will ease back in the
coming months.
Consumer sentiment is no longer
improving, but is holding at an
elevated level, with concerns about
weak growth of earnings and
incomes being offset by falling
unemployment and the recent
declines in petrol prices, which

might be expected to feed through
to utility charges in the next few
months. The retailing landscape,
which had bordered on the frenetic
in the spring, has cooled
somewhat, although annual growth
in the volume of purchases was still
running at a brisk 3.8% in the three
months to August. This picture is
borne out by the market for new
cars, where registrations are still
expanding, but at a slower pace.
The change to ‘64’ plates
produced the highest number of
September registrations since
2004, although the increase from
last year was only 5.6%, as against
18% back in March when the ‘14’
plates were introduced.
A dilemma for the MPC
All this has left the Bank of England
with a tricky dilemma. The
international economic skies have
definitely darkened, especially in
Europe, while the annual rate of
consumer price inflation is
undershooting the forecasts made
as recently as August’s Inflation
Report. Not only are fuel and food
prices falling, but the ‘core’ rates of
goods and services inflation are
also declining. The result is that the

annual rate of CPI inflation came in
at a five-year low of just 1.2% in
September, 0.8 percentage points
short of the official target. But while
these developments might point
towards the MPC staying its hand
in starting to raise Bank Rate,
falling unemployment still points to
an economy that might soon have
used up all its spare capacity. Only
a year ago, the Bank of England’s
first attempt at forward guidance
stated that interest rates wouldn’t be
raised until the unemployment rate
had declined to 7%.
Now that it’s come down to 6.0%,
and still falling, it is getting harder
for the Committee to keep sitting on
its hands without losing credibility.
So even assuming that employment
increases in the months ahead at a
less blistering pace than in the past
year or so, HSBC still expects that
the first increase in Bank Rate will
be announced in February 2015.

Things may become a bit clearer
when the November Inflation
Report is published, which will
have to deal with the significant
undershoot of inflation against the
Bank’s own expectations.
The pound comes under
pressure
Sterling has settled down after the
roller-coaster ride in the run-up to
the Scottish independence
referendum, but is now trading at
just above USD/GBP1.60,
having spent the first half of this
year trading at closer to
USD/GBP1.70. So while British
firms selling to the United States
and the other countries whose
currencies are linked to the dollar
may enjoy some competitive
respite, those exporting to the
Eurozone have seen the
exchange rate move a little further
against them.

While the element of political risk
arising from the Scottish referendum
has now abated, it hasn’t
altogether gone away, with
lingering concerns about future
constitutional changes, and the
prospect of a referendum on EU
membership in 2017, depending
on the outcome of next May’s
general election. Moreover, the UK
is no longer consistently
outperforming market expectations,
as it did during 2013 and the first
half of this year.
There is also the long-standing
concern about the size of the
current account deficit and fresh
worries about the stubbornness of
the government’s budget shortfall.
Taken together with the dollar’s
general resurgence, these factors
point to sterling shedding a little
more of its value, with HSBC now
expecting a decline to USD/GBP
1.55 by the end of 2015.

UCATT

Highlights
Apprentice Exploitation
Construction union UCATT will be
highlighting the exploitation and
mistreatment of apprentices and young
workers throughout November, which
the TUC have designated as young
workers month.
Examples of particular concern include:
• 2 in 5 construction apprentices are
paid below the minimum wage
• The number of young workers on
zero hours contract is soaring
• Young people have been
adversely affected by Government
cuts which have fallen on
educational maintenance
allowance (EMA) and also careers
Advice Services such as
Connexions. Welfare benefit cuts
have also affected people under
the age of 25 and university tuition
fees have been raised.
• Young people are targeted by
legal loan sharks to take out high
interest loans and then get trapped
in debt.

UCATT officials frequently assist
apprentices and young workers who
have been exploited or mistreated in
the workplace.
Recent examples include an apprentice
in the North West who was laid off for
7 weeks from their workplace and
risked losing their college placement as
he couldn’t complete part of his course.
Once UCATT became involved they
learned that the reason the apprentice
had been laid off was because they
had turned 18 and the employer was
obliged to pay £40 a day rather than
£20 a day. UCATT was able to find
the apprentice a new employer.
In the Birmingham area UCATT
assisted apprentices being paid below
the minimum wage who were

employed by a social housing repairs
organisation. UCATT secured a pay
rise for the workers in that area and for
all apprentices working for the
company nationally.
Steve Murphy,
General Secretary
of UCATT, said:
“Too often
apprentices are
mistreated and
exploited in
construction. Employers often think
apprentices are cheap short-term
labour, rather than a long-term
asset. It is essential that young
construction workers join UCATT as
this is the best way to protect
themselves.”
All UCATT regions will be taking part
and organising events to inform
apprentices of their rights throughout
November.

Out Of Touch
with Feminine Side
When the CIOB announced that all the
95 finalists in its Construction Manager
of the Year awards for 2014 were men,
Constructing Equality Chrissi
McCarthy penned an open letter to the
Chartered Institute of Building (CIOB) in
protest. We have reproduced part of her
insightful letter here.

“…When I worked in
construction I had an
ambition – well I had a lot
of ambitions and still do –
but there was one with a
particular focus. I wanted to
win CIOB’s CMYA
(Construction Manager of
the Year Awards); for me
they were the only awards
that showcased the best of
the talent in the industry. I
felt if I ever won an award it
would show that I had
achieved something that
was very important to me –
that I was the best I could
be at my job.

The awards played another part in my
career – when I decided to leave site
management as a profession to focus
on how to change the sector to make
it better for the people within it, I did
one last thing before I closed the door
just to check I wasn’t making a terrible
mistake – one last thing before I left
behind a career that had been an
important part of my identity for about
15 years.

not as much respect as we deserve. If
we don’t give the bright, ambitious
people real opportunities for
promotion and progression they might
start to think it’s not worth the hassle,
no matter how much they love the job.
And they might do as I did – check to
see if anyone else made it before
making the decision to close the door.

I looked up. I looked at CEOs,
industry presidents and, of course
probably most importantly, the CMYA
finalists. I looked up to see if there
were any women there – to see if
women could make it if we only tried
hard enough.

Increasingly the men I talk to in the
industry worry about how valued their
soft skills are. Many tell me that they
feel they have to “toughen up” their
approach even where they feel this is
detrimental to the job. As one
remarked to me earlier this month, it
says a lot if women who are
renowned for their soft skills don’t
even get a look in – what does that
say about what we value in
construction?

What I saw confirmed my worst fears
– women were not present at the top
of the industry.
This was back in 2007, and things
have changed – my ambition is now
to gain a PhD, help the industry
improve and grow a successful
business. RICS, RIBA, CIOB, ICE and
IStructE have all had their first female
presidents, Laing O’Rourke and Mitie
both have female CEOs and CITB
appointed its first female board
member.
Some things have changed for the
worse – the number of women in the
industry has fallen from 13 percent
down to 11 percent and the CMYA
2014 had no female nominations out
of 95 finalists – and nowhere on the
website does it even raise the issue.

So why does this matter?
Women in construction
aren’t daft.
In fact, on average women in the
sector are bright and ambitious. That’s
usually because we haven’t ‘fallen’
into the industry, rather we have
worked hard to work to find our place
here (if you fell in, had an easy time
and are a woman; good for you and
long may it continue). But the problem
is that our industry asks a lot of site
managers – a hell of a lot more than
most industries – averages of 60-hour
weeks, dangerous environments and

Neither are the men.

Or the young folk.
I don’t need to point out that the
industry has an image problem, or
that a lot of the things associated with
this problem are linked to macho
stereotypes. What then do we think is
the message we send to our young
entrants about the industry when we
say “this is the best our industry has to
offer” and there is not a single woman
in sight?

Or our clients.
It just cannot look good to be one of
the only industry awards to be so very
male dominated – how do we
change an image that we insist on
reinforcing?

But we might all be.
We need to really address these
issues. We can’t keep waiting for
things to improve, because they
haven’t – not in the last 30 years. If
we want improvement we need a
strategic plan that understands
gender, wider equalities, the
construction sector at large and the
real experience of working on site.
Anything without this breadth of
knowledge is likely to fall by the
wayside.

What I saw
confirmed my worst
fears – women were
not present at the
top of the
industry

I’m not saying CIOB are the worst
offenders or that everyone else has
their house in order, but I am saying
that due to the project-based nature of
work in the construction industry, the
male dominance in CIOB related
areas and the prevalence of the ‘old
boys club’ style of promotion and
recognition there is currently a gender
bias towards men in industry and
CIOB needs to take responsibility for
the part it plays in this.
It isn’t just that there were no female
finalists in the CMYA 2014, there
were no female nominations – not
one. Whilst our membership of
women maybe small at 3.41
percent it still should have been
representative – we should have seen
3.5 women if the system was fair.
Even if you only went off of the data
for fellows alone, there should have
been 1.7 percent representation from
women within the nominees.
This is not happening. I believe it is
incumbent upon the CIOB to
reconsider its practices…”

To read Chrissi McCarthy’s open
letter in full, please visit:
http://tinyurl.com/kqo37ph

UCATT Unveils

Umbrella
Company Report

Construction union
UCATT’s new report
The Umbrella
Company Con-Trick
won strong support
from MPs when it
was launched in
Parliament

The report’s author Jamie Elliott described how umbrella
companies operate. He focussed on how a worker agrees a
rate with an agency but that money is paid to the umbrella
company and not the worker. He said in effect the umbrella
company: “can do what they like with the money”. They take
a cut (£20-£30 a week) for their costs, charge the worker both
employers’ and employees’ national insurance contributions,
only pay the worker the minimum wage, roll-up holiday pay in
the rate and then re-boost wages through dubious expenses.
Emma Lewell-Buck Labour MP for South Shields, described
how she had met with constituents who were being paid via
umbrella companies and were losing out sustainably. The
workers were given no option of being paid in any other
way, “If they didn’t sign then there was no work for them.”
Ms Lewell-Buck had also been pursuing the Treasury to find out what action
they were taking against umbrella companies. “Best I have heard is that the
HMRC are working on improving guidance. All this means is that the workers
will know how they are being conned.”
Steve Murphy, General Secretary of UCATT, said of umbrella
companies: “They are unscrupulous sharks who are using the
construction industry to make as much money as quickly as
possible to the detriment of construction workers.”
Shabana Mahmood MP, the Shadow Exchequer
Secretary, said that Labour was committed to introducing
deeming into construction. This would mean that workers
would be considered employees unless they met strict
criteria to prove they were self-employed. She also said that
Labour was committed to cracking down on the use of
expenses by umbrella companies, which would make such
schemes less attractive.

If you wish to advertise in this magazine
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The information on BCLive league table comes
directly from The Builders’ Conference trade
association and can also be found on the front page
of their website www.buildersconference.co.uk
BCLive league table is merely a top level display of
which companies have won which contracts and
their relative values during October 2014 however
if you go to the website www.bclive.co.uk and click
on an individual business you can quickly view
what contracts combine to make the total, which
market sectors the contracts were won in and their
geographical location.
The Builders’ Conference trade association makes
every effort to ensure BCLive league table for main
contractors is a fair representation of the industry
however if your company has secured a project or
projects and you believe they have not made the
table then please telephone 020 8770 0111 or go
to www.buildersconference.co.uk press on the table
and in the top left hand of the screen you will find
a button where you will be directed to complete a
very simple form which is automatically forwarded
to this office upon submission.
Our address book has your name as a contact and
therefore we would be grateful if you could forward
this e-mail within your company to persons, who
may also find this information of interest and value.
Please do not hesitate in contacting this office
should you have any queries or require greater indepth analysis of the construction industry,
alternatively if you do not wish to receive this digital
information
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