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A Warm Glow
of Confidence
Against a background of a record-breaking
month on the BCLive league table, The
Builders’ Conference CEO Neil Edwards
struggles to find anything negative to say.

Having experienced the heady
heights and the dismal lows of the
construction industry’s fortunes
over the past few decades, I
generally temper any good news
with a note of caution as I am
painfully aware that each peak is
usually matched with a trough. But
even at my most cautious and
curmudgeonly, I would struggle for
anything negative to say about the
BCLive league table for the month
of July which burst through the £6
billion barrier and set an all-time
record with a combined total of

£6.542 billion. The fact that this
was spread across 878 contracts is
further evidence that not only is
there plenty of work around, but
that work is attracting decent
margins too.
And the good news doesn’t end
there. Each of the BCLive’s top four
companies & JV’s netted more than
half a billion pounds worth of work
during the month; and while roughly
a third of all new business remained
within the London area, Berkshire,
and both the East and West

Midlands saw a dramatic upturn in
contract award activity.
The figures were buoyed again by the
housing sector with a near £2 billion
contribution, and by the first tranche of
SMART Road investment which saw
the road tally exceed the £2 billion
mark. Key beneficiaries of the
renewed spend on motorways were a
Balfour Beatty and Vinci joint venture
which picked up the £587 million
contract for the refurbishment and
repair of the M4 in Berkshire at
junctions three to 12. A Galliford
Try/Costain joint venture bagged a
£344 million award for the refurb and
repair of the M1 in Bedfordshire and
Northamptonshire, while a Kier and
Carillion joint venture secured £232
million to upgrade the M6 between
junctions 13 and 15. Such was the
impact of this infrastructure investment
that it redressed the balance between
public and private investment back in
favour of the public sector for the first
time in many months.

Continued on page 2
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A Warm Glow
of Confidence
Other notable contract awards
during the month was a £135
million new build housing project for
Laing O’Rourke at London’s Marsh
Wall that includes retail units and
offices. Clancy Docwra picked up
£180 million to build a series of
new electrical sub-stations for UK
Power Networks across London and
the South East. Meanwhile, Galliford
Try landed the £380 million contract
to build 1,100 new houses for the
Greater London Authority in the East
end of
London.
This final
contract
award,
combined
with the
company’s
portion of the
Galliford
Try/Costain
joint venture
on the M1
motorway (which we have estimated
at 50 percent of the overall contract
value) pushed Galliford Try to the top
of the BCLive league table with a
combined total of £826.1 million.
If there is a tiny fly in the otherwise
wholly positive ointment, it is the
timing of this record-breaking month.
August is a notoriously quiet month
for UK construction when the majority
of the industry is content to build
sandcastles rather than motorways
and houses. But we anticipate that
seasonal downturn to be a steady
fall rather than a summertime
plummet.
So regardless of what the British

weather throws at us in August, we
can all take a moment to bask in the
warm glow of renewed confidence
and a record-breaking month of
construction activity.
Thanks to its solo work and its part in
a joint venture with Costain,
Galliford Try achieved a contract
award total of £826.1 million in the
month of July to claim the top spot on
the BCLive league table and to claim
the month’s top trophy. Galliford Try

Neil Edwards
The Builders’ Conference CEO

also secured the most number of
contracts with 23 on its own and
three JV’s this month
Keepmoat won the trophy in the £1
million to £5 million category, while
Axis Europe – a new name on our
leader board – captured the trophy
for contract awards in the £0 to £1
million class.

Congratulations to them all.

Regardless of what the British
weather throws at us in August,
we can all take a moment to bask in the
warm glow of renewed confidence and a
record-breaking month
of construction activity
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Switch and you could win an iPad with a new IT managed service contract

If you are a start-up looking for IT business support or you are thinking of changing
technical support provider there is one more reason why you should choose Switch2IT.
Offering excellent IT support in London, Kent, Hampshire, Sussex and Surrey, the
Switch2IT team is passionate about customer service and will always put your needs
first. This means that we stand apart from many other technical support companies.
We appreciate that changing IT services and support
suppliers can seem like a hassle and not only have
we come up with some tips that will make sure that
the process is stress-free but we also have an extra
incentive for you to make that move today. That is, every
company that takes out an IT managed service contract
with us until 30th December, 2013, will be entered into a
prize-draw to win a new iPad!
Yes, you heard is right, we are offering you the chance
to win an iPad just for choosing us as your technical
support service suppliers. This is not one of those iPad
giveaway scams that will make a monkey out of you and
When you sign up to receive Switch2IT’s new monthly
e-newsletter, which will keep you updated with our
latest IT support news and offers, you will be entered
into a draw to win one year’s free web hosting for your
business. Our web hosting package prize will include:

Free web hosting
l Free Stop the Hacker protection

cause our cyber security team to grimace in unison; this
is a genuine, bona fide, straight-up opportunity for you
to walk away with an all-singing, all-dancing Apple iPad
courtesy of Switch2IT.

How to Enter:

Would you like to be in with a chance of winning an
iPad? Contact us today to discuss your IT support
requirements or request a quote. As soon as you sign
on that line your name will go into the proverbial hat
and, abracadabra, we could pull out an Apple with your
name on it (rabbits are so overrated).
Offer ends 31 December 2013



CLICK HERE
For an online quote
CLICK HERE
For enquiries

☎0800 083 3416

Calls are FREE speak to our customer Service team today.

l

How about that for generous? Just two more reasons to Switch2IT…
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No Global Boost
From Lower
Oil Prices

The UK remains one of the few
shining lights in a stubbornly
gloomy global economy according
to Mark Berrisford-Smith, Head
of Economics, UK Commercial
Banking HSBC Bank.

The global economy shows no sign
of escaping from its extended
slumber. Interest rates have been
cut still further in many countries in
recent months, as consumers and
businesses in many parts of the
world have enjoyed the benefits of
lower fuel and commodity prices.
Yet cross-border trade flows remain
in the doldrums and the growth dial
has ticked down a few notches.
To be sure, there are some bright
spots, notably the UK and the Euro
Area. In Britain, electoral
uncertainties have dissipated, while
the Eurozone economy has
continued to recover at a modest
pace, despite Greece’s knife-edge

debt drama. Elsewhere, the US will
struggle to offset the poor start to the
year; the Chinese growth engine is
spluttering; the recession in Brazil
has turned out to be deeper than
expected; while oil and commodity
exporters continue to feel the
squeeze from lower prices. Among
the larger advanced economies,
Spain, the UK, and the USA (in that
order) will continue to lead the
growth rankings, while among the
large emerging economies China
has now been overtaken by India,
which has conveniently recast its
GDP statistics.
So compared with the last update in
April, most of the changes to

economic forecasts have again been
downwards. The global economy as
a whole is now expected to expand
by 2.4 percent during 2015, as
against the previous forecast of 2.7
percent, largely thanks to
downgrades for the USA, China,
Asia (excluding the big three), and a
slew of oil and commodity exporters,
including Brazil and Canada.
But at the same time as much of the
world is still struggling with a lack of
aggregate demand, in Britain and
America the central banks are now
getting ready to pull the interest rate
trigger, and bring the era of nearzero rates to a close. The plunge in
the price of oil a year ago raised

fears of a slide into Japanese-style
deflation. But with those falls now
falling out of annual inflation
calculations, the scene is set for
inflation rates to recover back to
normal levels during the next
18 months.
Only in economies which are still
working at well below their full
capacity, such as the Euro Area, can
there be any grounds for lingering
concerns. Certainly, in both the USA
and the UK, where unemployment
rates are now close to the noninflationary equilibrium level, it’s only
a matter of months before the central
banks act. The markets are already
being softened up by a string of
speeches and statements making the
case for action in the near-term, in
the hope that the first rate hikes,
when they come, will not trigger the
sort of ‘taper tantrums’ that were
seen when the Federal Reserve
announced that it was considering
tapering its programme of
quantitative easing back in 2013.
USA: preparing to pull the
interest-rate trigger
After some fairly extensive revisions
the statisticians now reckon that the
US economy didn’t grow at all in the
first quarter of 2015. Much of the
blame has again been pinned on
unusually poor weather, though this
explanation is wearing a bit thin,
and it came as no surprise when the
Bureau of Economic Affairs

announced a review of its seasonal
adjustment processes. All the
evidence indicates that the pace of
growth has picked up again in
recent months, albeit that spending
by consumers would best be
described as steady rather than
buoyant. Jobs are still being created
at a brisk pace, with the
unemployment rate now standing at
5.5 percent. Although further upward
revisions to the first-quarter growth
figure are still possible, the weak
start to the year will pin the full-year
growth rate to just 2.2 percent, a
slightly slower out-turn than in 2014.
The dollar’s long bull run has made
life extremely tough for American
exporters, while the plunge in the
price of oil has dampened capital
expenditure in the oil and gas sector.
Growth is therefore becoming
heavily dependent on services, as
output declines in the energy sector
and as growth stalls in the
manufacturing sector.
Recent testimony to Congress by
Janet Yellen, Chairwoman of the
Federal Reserve, has provided the
clearest signal to date that interest
rate lift-off is not far off. Indeed, her
statements were sufficiently strong to
have driven the dollar a few cents
higher against the euro, and that
after the Greek situation had been
resolved. HSBC expects the first
move will be made in December, on
the proviso that there are no adverse
spillovers from Greece, China, or

With China having established
itself as the world’s second
largest economy, what happens there
now has important ramifications for the
rest of the global economy

elsewhere. It’s even possible that the
deed could be done sooner, with the
September and October policy
decisions offering a low, but
significant, probability of action.
With one increase of 25 basis
points being delivered before the
end of this year, two further hikes of
the same magnitude are anticipated
during 2016, with the fed funds
target rate ending next year set in a
range between 0.75 percent and
1.00 percent.
More policy stimulus in China
With China having established itself
as the world’s second largest
economy, what happens there now
has important ramifications for the
rest of the global economy. It is now
quite possible to imagine a global
slowdown emanating from China,
rather than from the United States, as
indeed was done by the UK’s
Prudential Regulatory Authority in this
year’s stress tests of banks.
Relative to almost any other major
economy China is still undergoing
rapid growth. Even after the
downgrade to the forecast for this
year, GDP is still expected to expand
by 7.1 percent in 2015 as a whole.
Yet as the country develops the
growth rate is slowing, and the three
decades of annual double-digit GDP
growth is clearly at an end.
There are also ongoing questions
about whether China’s statistics are
accurate. This is not a new concern,
with the current Prime Minister, Li
Keqiang having been reported in a
famous Wikileak as saying that GDP is
merely for ‘reference’. The latest focus
of these concerns is the way in which
price deflators are applied to convert
nominal growth into real growth, with
some commentators suggesting that the
current deflators do not fully reflect the
sharp falls in fuel and commodity
prices, causing real GDP growth to be
overstated by between one and two
percentage points.
Be that as it may, the reported growth
annual rate for real GDP of 7.0
percent in the second quarter was a

halt the rout, including the
cancellation of IPOs, reducing
trading costs and easing margin
trading rules, allowing pension funds
to buy equities for the first time, and
providing liquidity from the central
bank to China Securities Financing
Corporation, which is a state-owned
body which offers funding to
brokerages who provide margin
finance to investors. Although equity
financing makes up only a small part
of total financing for businesses in
China, and also a relatively small
part of households’ wealth, it is still
possible that a marked reduction in
trading volumes from recent elevated
levels could have a short-lived impact
on economic growth. But this should
be offset by the more aggressive
policy easing which is now expected
in coming months.
Next Steps for Greece
little better than had been expected,
while the latest monthly data point to
some strengthening in manufacturing
output, fixed asset investment, and
retail sales. The measures taken so far
to loosen monetary policy may have
helped, although other policy issues
are still acting as an impediment.
Infrastructure spending, for instance,
has been held back by the
government’s clamp-down on Local
Government Finance Vehicles,
although new channels of financing
are now being opened up. Efforts at
stimulation by the authorities via cuts to
interest rates and lowering of banks’
reserve requirement ratios will continue,
with the policy interest rate expected to
be lowered by a further 50 basis
points before the end of the year, with
an additional 250 basis points being
slashed from reserve ratios.
Matters have been complicated by
the recent plunge in equity prices.
Share prices have fallen by nearly a
third since peaking on 12th June,
although they remain markedly
higher than a year ago. Given that
financial markets are naturally prone
to over-shooting, the recent falls in
prices might be nothing more than a
necessary correction to earlier over-

exuberance. Yet the speed of the
decline and the rapid and wideranging response of the authorities
have raised questions about the
potential knock-on effects on
consumer confidence and spending,
and about the process of opening
financial services to market forces.
Having openly talked the market up
during the past year, the Chinese
government now clearly believes that
its own credibility is on the line. It
has therefore deployed a
bewildering array of policy tools to

The Greek debt crisis has provided
several occasions of real drama and
crisis, especially the sudden calling
of a referendum on the terms offered
by the creditors, the expiry of the
second Economic Adjustment
Programme on 30th June without any
replacement financing, and then the
dramatic meetings of Eurozone
finance ministers and heads of state
from the 11th to the 13th July. At
various points it has looked as if
Greece would finally crash out of the
Eurozone, not least when Angela
Merkel tried to storm out of the
summit meeting at about 6am on the

Given that financial markets
are naturally prone to overshooting, the recent falls in prices might be
nothing more than a necessary correction
to earlier over-exuberance

Monday morning, only to find her
way blocked by Donald Tusk, the
president of the EU Commission.
The net result of all the negotiations
which have taken place during the
past six months, since the Syriza-led
coalition government came to
power, is that the economy has
lurched back into recession, and
that the banks (judged to be solvent
in last year’s ECB stress tests) have
been bled dry.
Until the end of June what was
being negotiated was the release of
the final tranche of funds under the
second EAP. But once the Greek
government decided to hold a
referendum, the EU called its bluff
and allowed that programme to
lapse without offering any further
extension. Since the referendum on
July 5th the negotiations have been
about a third EAP and the
conditionality which will accompany
it. With trust having largely broken
down between the two sides it was
clear that no further assistance
would be forthcoming without a
series of ‘prior actions’ being
undertaken by the Greek
government. These included the
package of legislative measures
passed on 15th July, which included
reforms to pensions, VAT, and the
labour market, as well as the setting
up of a fund to hold public sector
assets in preparation for
privatization. This package was
sufficient to release a bridging loan
of ¤7 billion, which allowed
Greece to meet its repayments of
principal and interest of ¤4.2 billion
to the ECB on 20th July and to clear
its arrears with the IMF.
Negotiations on a third EAP are
now underway, with the hope that
these can be completed by 20th
August, when further repayments
have to be made to the ECB. While
the immediate crisis is over, there
are still plenty of hurdles to be
overcome. Even assuming that
agreement can be reached on a
new EAP, it will have to be put to
votes in some national parliaments,
while the vexed issue of debt

affordability won’t be tackled until
after the programme’s first quarterly
review in the autumn. The debt
sustainability assessments carried
out by both the IMF and the EU
Commission reckon Greece’s debt
burden to be unsustainable. The
question is what to do about it, and
when, and in return for what.
Debt write-offs will be
contentious
Writing off part of the debt is
currently difficult under the EU’s
various treaties, but the extensions
of grace periods and maturities
needed to make the repayments
affordable would have to be so
long as to test credulity.
There will also be little appetite for
forgiving any of the debt among
many Eurozone countries unless
Greece is this time around able to
demonstrate full compliance. The
usual modus operandi, whereby the
‘men in black’ from the Troika visit
every three months to go through the
books and quiz civil servants is
likely to be replaced with some form
of monitorship, with technocrats

from the creditor institutions
embedded throughout the Greek
government. Even so, there is still
considerable implementation risk.
Such programmes have worked in
other countries, but in those cases
the governments have been
prepared to ‘own the process’ to
ensure compliance. This has never
been the case in Greece, and with
more than 30 of Syriza’s MPs
having refused to support the
package of reforms passed on 15th
July, it is quite likely that fresh
elections could be called.
A new EAP will no doubt calm the
situation in Greece, and allow
economic life to return to a
semblance of normality. Yet the
damage to the banking system from
the slow run on deposits has been
huge, and it is likely to require
extensive recapitalization. Although
the banks were re-opened on 20th
July after a closure of three weeks,
capital controls remain in place,
and will only be lifted gradually as
conditions return to normal. It should
be remembered that in the case of
Cyprus these controls lasted for
nearly two years.

Economic Fallout has been
limited
The good news is that, in contrast to
2011, the Greek debt crisis has not
sent shockwaves of contagion across
the rest of the Eurozone’s periphery.
This reflects not only the improved
economic and fiscal conditions in
these countries, but also the various
measures taken by the Eurozone to
strengthen its architecture, including
more thorough stress tests of banks,
the ECB’s Open Market Transactions
programme (which has never been
deployed but is ready in case of
need), not to mention the programme
of quantitative easing that was
launched in March, which ensures a
certain level of demand for bonds of
peripheral countries. Indeed, if
Greece is able to agree a new EAP,
its bonds could also become eligible
for purchase by the ECB, which
could help it regain access to
financial markets.
More generally, the economic impact
on the remainder of the Eurozone
economy has been minimal, although
it has been flagged as a major
concern by respondents to business
surveys. It looks likely that the pace of
GDP growth across the Eurozone as a
whole held steady at around 0.4
percent in the second quarter, with the
wind still set fair for full-year growth to
come in at 1.3 percent.
While the economic fallout has been
limited, the drama of recent weeks
has exposed in sharp relief the

political fractures which run across the
Eurozone. At its heart, France and
Germany take very different views
about how the single currency should
be run and how crises should be
resolved. Indeed, a serious proposal
was tabled by the German finance
minister, Wolfgang Schaeuble, and
discussed at the summit, for Greece to
leave the euro on a temporary basis.
The German view is generally
supported by the Dutch, the Finns, the
Austrians, the Latvians, the Lithuanians,
and the Slovaks, with Greece having
to rely on the French, the Italians, and
the Cypriots for a more sympathetic
hearing. A slightly different approach
is taken by the governments of Spain,
Portugal, and Ireland, which have
emerged from the Troika’s ‘tender
loving care’, and while they are keen
for the single currency to hang
together they know that their domestic
voters will take a dim view of Greece
being offered more generous terms
and conditions than was available to
them at the time of their rescues.
The task of papering over these cracks
and moving the project forward will
be difficult. The various initiatives
aimed at improving economic coordination have not addressed the
Eurozone’s long-standing imbalances:
in particular, there is no mechanism
for punishing countries, such as
Germany, which persistently ‘overperform’ in terms of budget balances
and balance of payments surpluses.
The ultimate goal must be some sort of
common Treasury function with the
power to regulate fiscal policy and

Buried among the worrying news
from Greece and China have
been some more positive developments
which will benefit the global economy
in the longer term

issue debt. Only then will the euro be
secure, freed from the risk of weaker
countries being picked off by worried
investors and speculators.
Positive developments for the
longer-term
Buried among the worrying news
from Greece and China have been
some more positive developments
which will benefit the global
economy in the longer term. After a
protracted legislative process, the US
Senate voted on 24th June to grant
presidential Trade Promotion
Authority for a period of six years.
This clears the way to completion of
the Trans Pacific Partnership (TPP), a
far-reaching trade agreement
between twelve nations, which has
been under discussion for more than
three years. China is not part of the
TPP but the countries involved, which
include the USA, Canada, Mexico,
Japan, Australia, New Zealand and
Singapore, account between them
for around 40 percent of global
GDP. This would therefore be the
most important trade agreement since
the completion of the Uruguay round
back in 1995. The powers now
granted to the US President mean
that the final agreement will only go
to a ‘yes or no’ vote in the two
houses of Congress. They can accept
it or reject it, but they can’t fiddle
with it and unpick parts they don’t
like. The same Trade Promotion
Authority will also help in the eventual
completion of the Trans-Atlantic Trade
and Investment Partnership (TTIP),
which is currently being negotiated
between the US and the EU.
A few days later, representatives from
57 countries gathered in Beijing to
inaugurate formally the Chinese-led
Asian Infrastructure Investment Bank
(AIIB). This new multilateral bank,
which will have capital of $100
billion, is expected to play an
important role in meeting the need
across Asia for transport links, power
systems and ports, where many
countries are struggling to cope with
the massive influx of people into
expanding cities and their heightened
expectations for quality of life. It is

distance between the UK and the rest
of the G7 chasing pack.
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also a game-changer in the sphere of
international economic politics,
creating a new institution alongside
the IMF and the World Bank, which
have been the key players in the
multilateral arena for 70 years, but
which are still dominated by
advanced economies.
While the US chose to snub the AIIB,
many other advanced economies
have opted to become founding
members, including the UK.
Then, on 14th July an agreement was
finally reached between Iran and
other major world powers on the
future of its nuclear programme. This
agreement should pave the way for a
gradual lifting of sanctions, and for
the opening up of an economy whose
GDP amounted to $404 billion last
year, and which could be on the cusp
of joining the G20 grouping before
too long. Iran has been deprived of
much western technology and
expertise for a decade, so that there
will be huge opportunities for foreign
businesses to help with the
replacement and upgrading of ageing
equipment and infrastructure. The
country also has a relatively welleducated and youthful workforce,

which could make it a significant
player on the global economic stage.
UK: leading the G7 pack
In the UK, the past few months have
seen a largely positive flow of
economic data and survey results, not
to mention a slew of upward revisions
to past data. The release on 30th
June by the Office for National
Statistics (ONS) of detailed national
accounts data for the first quarter
brought a small upward revision to
the overall growth rate from 0.3
percent to 0.4 percent. This was still
the weakest quarterly growth rate
since 2012, with the biggest culprits
being the manufacturing and
construction sectors, but it wasn’t
quite as weak as was first thought,
with plenty of time for more revisions
at a later stage. Note that while
revisions can be in either direction, in
the recent past they’ve tended to be
upwards. The statisticians also had a
good fiddle with the data for last
year, revising the growth rate a little
higher in every quarter. This meant
that the full-year growth rate for
2014, previously reported as 2.8
percent, is now reckoned to have
been 3.0 percent, putting yet more

There has also been plenty of
evidence to suggest that the pace of
growth picked up again in the
second quarter. For one thing, the
economy is continuing to generate
new jobs at a brisk pace. Despite net
migration running at over 300,000
last year, the unemployment rate has
continued to trend downward, albeit
more slowly, and is now close to any
notions of equilibrium and full
employment.
The unemployment rate stood at 5.6
percent in the three months to May,
as against the Bank of England’s
estimate of the equilibrium (i.e. noninflationary) rate of 5.1 percent, and
a historic pre-recession low-point of
4.7 percent.
The plunge in oil prices during the
second half of last year, together with
a modest acceleration of the rate of
earnings growth, has finally allowed
consumers to enjoy a substantive
increase in real disposable incomes.
In other words, they can now spend
more without having to save less or
borrow more. Consumer sentiment, as
measured by the monthly GfK/NOP
survey, leapt by six points in June (the
first survey to be conducted after the
General Election) and is now at a
level not seen since 2000. It is
therefore hardly surprising that
spending growth has been brisk, with
the volume of retail sales (excluding
fuel) in the three months to June up by
4.3 percent compared with the same
months of last year.
With confidence riding high and
earnings growth set to run well ahead
of inflation for at least the next year,
GDP growth of at least 2 percent is
already baked in for 2015.
In fact, HSBC is expecting growth of
2.7 percent (a rare upgrade from our
previous forecast). Household
spending, which accounts for about
two thirds of GDP, will largely drive
this growth, with business investment
lending a modest hand. Investment
spending by businesses has softened

slightly in recent quarters, with
some of this accounted for by
postponement of projects in the North
Sea, and pre-election jitters perhaps
also playing a part. But recent figures
have been more encouraging, with
the ONS reporting an increase of 2.0
percent in the first quarter.
The weak spot, as it has been so
often in recent years, is exports.
Selling into overseas markets has
been made harder by sterling’s
appreciation, which now amounts to
a seventh over the past two years,
and by less than ideal economic
conditions in many major markets.
Although conditions have perked up
somewhat in the Euro Area in recent

months, this has been offset by
weakening in many emerging
economies, including China.

improved competitiveness and ‘reshoring’, has given way to the realities
of stagnation.

The long period of car-fuelled growth
of exports to China has come to a
halt, at least for now, with the value of
shipments in the first five months of this
year being 4.3 percent lower than in
the same months of 2014.

Output has barely risen since the start
of the year, and in the three months
to May was only 0.8 percent higher
than a year ago. The sector’s output
is still 4.5 percent down from the prerecession level, while activity in the
professional, scientific, and support
services sector is 22.4 percent
higher. It is something of a mystery
why so much attention continues to
be heaped upon the data from the
manufacturing sector, when it is
services which has been the real
driver of the UK’s economy for
several decades.

At a sectoral level, the weakness of
exports and the hiatus in capital
investment has translated into a dismal
run of monthly output readings for the
manufacturing sector.
Last year’s talk about a British
manufacturing renaissance, fuelled by

Financial Distress
Continuing
Despite favourable market
conditions for the construction
sector, the number of construction
SMEs suffering ‘significant
financial distress’ continues to
rise as traditional lenders tighten
their purse strings, cutting more
firms off from vital funding,
warns business recovery
specialists Begbies Traynor.

According to the latest
Begbies Traynor Red Flag
Alert for Q1 2015, which
monitors the financial health
of UK companies, the UK’s
construction industry has
experienced a 45 percent
increase in ʻsignificant’
financial distress over the past
12 months, rising to 20,770
struggling businesses
compared to 14,337 in the
same quarter last year.

While distress levels among larger
construction companies have
remained largely flat over the period,
falling from 610 businesses in Q1
2014 to 607 in the first quarter of
2015, SMEs in the sector have
struggled to keep their heads above
water given fewer opportunities for
bank funding in today’s increasingly
hostile lending environment.
Begbies Traynor’s research reveals
that 97 percent of the sector’s
struggling businesses are SMEs; with
‘Significant’ distress levels increasing
dramatically over the past year,
from 13,727 companies in Q1
2014 to 20,163 Q1 2015; a rise
of 46 percent.

“While small housebuilders,
developers and construction firms
contribute a huge amount to the
UK’s housing and construction
output, in recent years these smaller
companies have declined in number
and have missed out on the growth
opportunities that their larger peers
have enjoyed. At the heart of the
problem is a general reluctance to
lend to this important group, which
is seriously obstructing their growth
and contributing to the rising levels
of financial distress that we are
seeing today. The construction
sector has always proved difficult to
lend to as many elements of their
contracts are complex, subject to
dispute and suffer from lengthy

payment terms, making them high
risk investments for the cautious
banks, who had their fingers burnt
during the last financial crisis.
Unfortunately, the Prompt Payment
Code has had a negligible effect on
late payments so far and under
intensified financial regulations, the
banks have become even more risk
averse. With insufficient alternative
lenders to plug the gap, construction
SMEs are being left without the
capital they need to move forward,”
says Julie Palmer, Partner and
property expert at Begbies Traynor.
“Ultimately there need to be more
avenues for SMEs to access funding,
and no sector needs it more than
construction.”

The construction sector
has always proved difficult
to lend to as many elements of their
contracts are complex, subject to
dispute and suffer from lengthy
payment terms, making them high
risk investments for
the cautious banks

Half of Staff
Unhappy with
Work Environment
Workplace facilities have a role to play.....
Nearly half of UK employees don’t like their office or
working environment. The caution – from the Royal
Institution of Chartered Surveyors (RICS) – comes as new
research from the organisation highlights that almost half
(47 percent) of the nation’s employees want
upgrades to the properties they work in.

For recruitment, the issue of
unsatisfactory offices and
workplaces is shown to be a
serious one, given that nearly nine
tenths (89 percent) of Brits who
work indoors say that the property
plays a major role in whether or
not they accept a new job. In fact,
when asked to compare it to other
factors, only ʻpay’ and ʻpeople’ are
shown to be more important – with
the office or workplace outranking
ʻprogression opportunities’ (45
percent), ʻcompany culture’ (39
percent) and ʻbenefits’ such as
gym membership (33 percent).
RICS’ research also highlights that
high-quality offices and workplace

facilities have a role to play in
retaining key members of staff. Four
fifths (80 percent) of the survey
respondents said that their
workplace has a bearing on
whether or not they’ll stay in their
current job, while a further 88
percent said it had an impact on
overall job satisfaction.
Paul Bagust,
Director of UK
Commercial
Property at RICS,
said: “With
numerous
industries currently fighting a war
for talent, capable staff and skilled
new joiners are like gold-dust for

many companies. On that basis,
businesses should be doing
everything possible to recruit and
retain the best people. It’s
disappointing, therefore, that many
employers seem to be underestimating – or perhaps not
realising – the power of property in
motivating, attracting and keeping
staff. A well-constructed, designed
and utilised office or workplace
can pay huge dividends for the
business that inhabits it.”
Guy Stallard,
Head of Facilities
at KPMG said:
“The role of the
physical workplace

in employment is
imperative to
staff recruitment,
motivation and
retention. These
findings
reinforce the fact
that, surprisingly,
many companies
are still not
doing enough to
improve their
employees’
surroundings
despite demand. While pay is of paramount importance – and
our fight to implement the Living Wage nationally continues –
clean, comfortable and inspiring spaces make for more engaged
employees in an environment where flexible working is becoming
the norm, adding to the overall value of a company.”

For any company looking to
improve its office or workplace,
the research reveals the top 10
most desirable traits, based on
the sample of 1,000 UK
employees:
1. Lots of natural light (63%)
2. Good heating / ventilation (62%)
3. Regular cleaning (52%)
4. Good kitchen facilities (44%)
5. Good security (38%)
6. A café/bar/restaurant on site (31%)
7. Space to work away from desk (26%)
8. A gym on site (15%)

To find out more about strategic use of property to improve
business performance – an approach RICS called ʻstrategic
facilities management’ – visit
http://www.rics.org/uk/tag/facilities-management/

9. Good colour scheme (13%)
10. High ceilings (13%)

CITB Levy

under threat....again
The CITB levy, the main source of
funding for training in the construction
industry for more than half a century,
could be scrapped amid government
plans for a national apprenticeship levy.

The plan, announced in Chancellor
George osborne’s latest Budget,
is designed to help the UK reach a
target of three million apprentices
by 2020.
The construction industry is one of the
few sectors whose training board
has the power to collect annual levy
payments from companies to invest
in training and apprenticeships,
along with the engineering and film
industries. In construction,
contractors are required to pay 0.5
per cent of their total PAYE spend for
the year, plus 1.5 per cent of all
labour-only subcontractor payments,
to the CITB.
The current system has led to reports
of confusion over how much
companies that do not count

construction as their main business,
such as developers, have to pay into
the levy.

levy’s “interaction with existing levy
regimes ahead of the spending
review in October”.

The introduction of a national levy
has now raised questions over the
future of the CITB system, with the
government saying the new levy
would be “simpler and clearer for
businesses that
operate across
multiple sectors”.

The proposal
leant heavily
on a recent report by public policy
think tank the Social Market
Foundation which championed a
new national apprenticeship levy as
the solution to the skills crisis.

The Department for
Business, Innovation
and Skills believes that the national
levy “would remove the challenges
faced by the current industry training
boards in ‘policing’ the boundaries
of the sectors they serve”.
BIS added that it will assess the new

The report was referenced in the
Treasury’s Fixing the foundations
productivity plan, published in the
wake of the Budget. It proposed
that “individual government contracts
with ‘training providers’ to find and
deliver ‘completed’ apprentices
would cease”, with all
apprenticeships instead funded
through the national fund.

A Welcome
Merger
The managing director
of a leading specialist
construction contractor
has welcomed a major
merger that will strengthen
the voice of the industry.

Julie White, the managing director of D-Drill – a specialist
diamond drilling and concrete sawing firm, believes the
creation of Build UK following the merger of the National
Specialist Contractors Council (NSCC) and the UK Contractors
Group (UKCG) will bring significant benefits to construction.
White was part of the group that helped to achieve the merger
that brings together 27 of the industry’s largest
main contractors and 40 leading trade
associations, representing 11,500 specialist
contractors.
“This is an amazing achievement and
will bring real benefits to the
industry – especially around finding
solutions to key industry issues such as
the skills shortage, along with sharing best
practice on matters such as health & safety,
image, pre-qualification and payment. It should
lead to improved procurement processes and will
give the construction industry a much stronger, more
powerful voice in all the right places.”

Build UK, which will become
operational on September 1,
2015, will be led by chief
executive Suzannah Nichol MBE.

White says: I am
proud to have played a
part in this development
and I believe it can
really help to push us
forward as an industry. It
will help us to improve
where we need to but
also celebrate and speak
up about what already
makes us great

UCATT Backs
Burnham
Construction union UCATT have
agreed to nominate Andy Burnham
for Labour Leader and Angela Eagle
for Deputy Leader.

The decision was made by the union’s Executive
Council following interviews with all the
candidates.
UCATT are asking their members to cast their first
preference vote for leader for Andy Burnham and
their second preference for Jeremy Corbyn.
Brian Rye, National
Secretary of UCATT, said:
“UCATT have chosen Andy
Burnham as he can lead the
Labour Party, understands
the concerns of workers and
has all the credentials to be
Prime Minister.”
For deputy leader the union is asking members to
cast their first preference for Angela Eagle and their
second preference for Tom Watson. Rye added:
“Angela Eagle has the experience, knowledge and
maturity to make an excellent Deputy Leader. She is
respected and liked throughout the Labour
Movement.”

UCATT is
particularly impressed
by Burnham’s policies
on housebuilding,
vastly increasing the
number of genuine
apprenticeships and
insuring that wage
rates in industries such
as construction are not
undercut

Scotts Enjoy
Feel- good Factor
The construction industry in Scotland is
more optimistic than at any time in more
than 10 years, according to the latest
Chambers of Commerce survey.

The quarterly report, covering
April to June, showed orders for
commercial clients were stronger,
though less so for public sector
and house-building. These findings,
released in collaboration with the
University of Strathclyde’s Fraser
of Allander Institute show the
position of businesses for the
second quarter of 2015.
“Our indicator for the second quarter
of 2015 points to a Scottish
economy where most business trends
are positive and which is
establishing a pattern of reliable

growth, even if it
is slower than we
would like. The
main exception to
this overall
pattern is within
the oil and gas
service sector, where the
performance and outlook of
businesses was noticeably below the
levels reported in other service sector
firms. This was true of businesses
not just in the North East of Scotland
but across the country, where oil and
gas was the main focus of their
business. It is clear that low oil

prices, which have been a feature of
the economy throughout 2015 are
having a marked impact on
Scotland’s oil and gas sector,” says
Liz Cameron OBE, Director and
Chief Executive of Scottish Chambers
of Commerce.
“The construction sector appears to
be continuing to enjoy the buoyant
trade that it has experienced
throughout 2014 and into this year,
though it is noticeable that the
balance of contracts continue to shift
away from the public sector towards
the private sector, with a particular
uptick in private
commercial work. This
is good news overall
but our Governments
must look to the future
to identify where the
large scale public
sector construction
work will be coming
from once projects such
as the Queensferry
Crossing and
Edinburgh-Glasgow rail
electrification are
complete.”

Infrastructure
Output and Costs
On The Rise
Civil engineering costs fell by 1.4
percent in the first quarter of 2015
compared with the previous quarter,
and by the same amount compared
with a year earlier, according to
the latest report from RICS’
Building Cost Information
Service (BCIS).

However, looking forward, BCIS’
data shows that civil engineering
costs – along with tender prices
and new infrastructure output as a
whole – will rise over the coming
five-year period. Costs will rise by
between 3.0 and 4.5 percent per
annum, with both the price of
materials and nationally agreed
wage awards increasing.
Tender prices are expected to rise by
4.3 percent between the first quarter
of 2015 and the first quarter of
2016. The following year, another
rise of 4.8 percent is predicted.

New infrastructure output is expected
to be at a historically high level when
compared with pre-2010, despite
only rising, on average, by 1
percent per annum between
2015 and 2019. Amid
this pattern, strong
growth of 4.1 percent
is predicted over the
coming year, before
the spike slows
significantly in 2016 and a
fall in output in 2017.
Price rises are expected to outstrip
costs throughout the forecast period,
with costs rising by around 20
percent over the next five years, and
tender prices rising by around 26
percent.

“New infrastructure looks set for a
positive few years between 2015
and 2019, with roads and
electricity the sub-sectors that are
contributing most to the growth. The
biggest exception to this is across
2017, when a 5.5 percent
contraction is predicted, but this is
more to do with the cycle for
programmes having passed peak
than a downturn in the market,”
says BCIS head of forecasting,
Peter Rumble. “As sector output
picks up again in 2018, and
grows stronger in 2019, tender
prices are forecast to rise by 5.1

percent over the year to the first
quarter of 2019 and by 5.4
percent over the final year of the
forecast period.”
The full report, ‘BCIS Infrastructure
Briefing July 2015’, is available
online as part of a subscription to the
BCIS Infrastructure Information Service
Online, a service run by BCIS.
For more information visit:
www.rics.org/bcis

This is more
to do with the cycle
for programmes
having passed peak
than a downturn in
the market

If you wish to advertise in this magazine
please contact Neil Edwards on 020 8770 0111
or neil.edwards@buildersconf.co.uk

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 June 2015 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 in-depth
analysis of the construction industry, alternatively if
you do not wish to receive this digital information
please send an email to newsdesk@bclive.co.uk
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