1. Construction market in Poland
The construction market is among the
most rapidly developing sectors of the
Polish economy, with 15.4-percent
growth in 2007, reaching almost PLN
127 billion. In 2008, the growth rate
should be about 14 percent, with construction and assembly output at companies employing more than nine people growing by about 16 percent.
2. Causes of growth in the Polish construction market
Analysts say that the Polish construction
market is in a growth phase now. This
is caused especially by:
• progress in engineering construction,
• demand for new residential buildings,
• lack of office space in Warsaw, ¸ódê,
Wroc∏aw, Poznaƒ, Gdaƒsk and the
Silesia region.
The expected boom on the Polish construction market is related to the inflow
of European Union funds. Taking into
account the necessity for civil engineering construction, there is a great chance
for growth in the public procurement
sector.
3. Geographical profile of construction/assembly market
The profile of the construction/assembly
production market in Poland, by
province, as of the end of 2007 almost 1/3
of the demand for construction/assembly
works is created by Mazovia Province. In
Mazovia, demand is especially noticeable in Warsaw and vicinity.
A large percentage of construction/assembly production demand is also concentrated in the province of Silesia (including Katowice), Wielkopolska Province
(Poznaƒ), Lower Silesia (Wroc∏aw) and
Ma∏opolska (Cracow).
4. Average employment and wages on
the construction market in Poland
The average monthly wage on the
Polish construction market in 2007 was
PLN 2,652.2. In the public and private
sector, average salaries were quite similar, at PLN 2,762 and PLN 2,650.2.
The average monthly wage on the
Polish construction market in the 3th
quarter of 2008 was PLN 3,212,83. In
the public and private sector, average
salaries were quite similar, at PLN
3,003.17 and PLN 3,221.76.
A decline in employment is noticeable
in the Polish construction sector in the
last few years. This downward tendency is also expected for the coming
years. It is caused by high employment
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costs, especially in winter, when
demand for construction services is low.
The other reasons for the decline of

mechanization and efficiency.
5. Profile of Polish construction market
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employment, related to high employment costs, include:
• self-employment of a growing number
of the sector’s workers,
• better organization of work, increased
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6. Legal regulations
• Construction Law
• Zoning Law
• Construction Materials Law
• Procurement Law

7. Profile of Polish construction market
by type of construction

8. Number of newly completed flats

Source: GUS
The number of new flats built has been
growing since 1999, reaching a peak
in 2003. At the end of 2006 a slight
decline on the flat market was
observed. This trend is expected to
change in the coming years.
The prognosis for the construction sector is that growth in the number of
newly completed flats will be generated
by private developers, especially in the
most attractive locations like Warsaw,
Cracow, Gdaƒsk, Wroc∏aw, Poznaƒ,
¸ódê and Katowice. Growth in the housing market will also be affected by:
• growth of residential credit,
• 7% VAT in the market for newly built
flats after 2007,
• refund of VAT for construction materials bought by individual investors,
• growth in consumer income,
• low interest rates,
• influx of European Union funds.
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9. Profile of flats completed in 2007
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10. Geographical profile of flats constructed in 2007
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11. Average sale prices
After the continued increase of units
prices in previous years the first signs of
price stability in the Polish residential
market were noted in 2007. In Crakow
even a minor fall in the average unit
price was recorded when compared to
2006. The average unit price is very
much dependent on the range of available products, sale process and quality
of projects. In general, falling prices
were noted in some residential schemes,
which were overpriced taking account
of the offered standard and location.
Increasing interest rates and more difficult access to mortgages have influenced the extended decision making
process of potential buyers and as a
result a slow down of unit sales has
been noted. In 2007 the major Polish
residential markets (except Cracow) witnessed an increase in prices in comparison to the last quarter of 2006, albeit to
a lesser degree than a year ago. Over
the course of the last 12 months the most
significant unit price increase of approximately 54% was noted in Poznaƒ,

while in remaining cities prices grew at
a pace of up to 14%.
12. Condition of commercial construction market in Poland
According to Knight Frank reports from
2007, over 2.38 million sq m of office
space is located in Warsaw.
300,000 sq m is under construction in
Warsaw, 65,500 sq m in Cracow, and
27,000 sq m in Poznaƒ. The highest
number of developed offices has been
recorded in Wroc∏aw – some 90,000
sq m. Key developers have announced
new projects in less developed secondary cities, for example Globe Trade
Centre in Katowice and ¸ódê, and
Skanska in Katowice.
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The market situation in the warehouse
segment is also impressive. The upgrading of the quality of road infrastructure,
absorptive consumer market and central location in Europe have been the
key drivers of the warehouse market in
Poland.
Over the course of 2006 the total modern warehouse stock in Poland
increased by some 26% and has been
recently estimated at approximately
2.36 million sq m. Additionally, in the
Warsaw area and the regional cities
there are 478,000 sq m under construction, and another 4 million sq m at
the planning stage to be delivered on
market requirement.
Warsaw has the largest concentration
of warehouse space in Poland with the

total stock estimated at approximately
1.37 million sq m. Noteworthy is the
increasing importance of the regional
markets, with a higher market growth
rate than in the capital. Strong activities
in the logistics sector have been recorded in the regional markets of Upper and
Lower Silesia, Central Poland (¸ódê,
Stryków, Piotrków Trybunalski), Poznaƒ
and Tricity area.
13. Export of construction services
The investment rate (investment to GDP
ratio) increased from 18.1% in 2004 to
over 22% in 2007. Growing domestic
and foreign (export) demand makes
entrepreneurs increase investments. In
turn, growing income of the population,
a low rate of inflation and small interest
rates, as well as an increased access to
bank loans resulting from the abovementioned factors have led to a real
boom in the housing construction industry, compared to 1989. It was accompanied by a high increase in flat prices,
especially in the largest urban agglomerations.

France, the UK and Australia.
Transactions completed by Polish
investors accounted for approximately
5% of the total investment volume.
16. Investment concluded with participation of PAIiIZ as of the end of
2007

14. Poland’s largest construction companies and groups

17. Condition of the Polish construction
materials market
As a result of Polish accession to the
European Union, the tax rate for construction materials rose from 7% to
22%. The cost of all the materials needed to build a standard 152 m2 house
amounted to PLN 169,100 (€50,934)
in August, which is lower by 1.6% in
relation to July but around PLN 5,700
(€1,717) more than during the same
month in 2007, according to data from

15. Foreign investments on the Polish
construction market
As of the end of 2007 the flow of indirect foreign investment into the construction market in Poland makes up
20% of total indirect foreign investment
in Poland. Approximately EUR 11.4 bn
was invested in the Polish property market until 2007. In 2007 investors
placed approximately 2.4 bn EUR in
the market.The investment demand in
2007 was created mainly by foreign
investors. The largest market share was
achieved by investors from Germany,

Polskie Sklady Budowlane (PSB).
In August were mineral wool (-7%), reinforcement rods, perforated bricks, polystyrene and plaster-cardboard slabs
(-5% each), ceramic air bricks and roofing tiles (-3%). On the other hand,
prices of insulation materials actually
increased, i.e. by 3% in the case of tar
paper, and by 1.5% in the case of insulation foil. Revenues from sales of construction materials in shops and warehouses were 10-15% lower than in July
and at the same time 1-2% higher than
12 months ago. According to PSB,

demand for particular product groups
in August 2007 compared with August
2007 varied from branch to branch.
It increased in the case of other materials (28%), construction chemicals
(25.5%), tools (19%), wood (13%) and
water-proof insulation (2%). On the
other hand, dry construction (-4,5%),

wood joinery (-6%), wall materials
(-13%), thermal insulation and roofing
(-24% in each case) noted a negative
dynamic. In turn, overall demand in the
first eight months of 2008 compared
with the corresponding period of 2007
was stronger in eight groups. The
biggest improvement was observed in
the following cases: tools and other
materials (33% each), construction
chemicals (23%), joinery products
(22%), wall materials (15%), wood
(11%), water-proof insulation (9%) and
dry construction (1%). On the other
hand, demand cooled off for roofing
(-5%) and thermal insulation (-14% )
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18. Rate of production of construction
materials

19. Potential changes in production
growth in particular segments of
the construction materials market in
Poland
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20. Prospects for the Polish construction
market
According to The Market Economy
Research Institute, since 2005, the construction industry has been the fastest
developing sector of the Polish economy and there are a lot of signs showing
that it will remain the growth leader for
the next few years. Factors contributing
to that favourable situation of the construction industry will be still working,
although probably to a slightly smaller
extent. There are a few reasons for
growth acceleration in this industry, but
the most important one is a favourable
situation in the Polish and world economy, as well as positive effects of
Poland’s accession to the European
Union. A crucial event for the improvement of the situation in the construction
industry was Poland’s accession to the
EU. Its effect was an improved macroeconomic situation and a higher tendency for making investments among
entrepreneurs. Investments (expenditures on fixed assets) in economy are
the main indicator of demand for construction services. The investment rate
(investment to GDP ratio) increased
from 18.1% in 2004 to over 22% in
2007. Growing domestic and foreign
(export) demand makes entrepreneurs
increase investments. In turn, growing
income of the population, a low rate of
inflation and small interest rates, as well
as an increased access to bank loans
resulting from the above-mentioned factors have led to a real boom in the housing construction industry, compared to
1989. It was accompanied by a high
increase in flat prices, especially in the
largest urban agglomerations. The year
2008, since the very beginning, has
been characterised with a high degree
of uncertainty caused by nervousness
on capital markets. If such recession
takes place, or if the economic growth
decelerates significantly, similar effects
could occur in other counties, including
also EU member states strongly For that
reason, dynamics of the Polish export
may decrease; however, it is the domestic demand, i.e. consumption and
investments, that decide about the economic growth to a larger extent than
growth in export. Both sources of strong
economic growth from 2007 will still
affect the economic growth significantly. Consumption will grow owing to
accelerated increase in population’s
income, whereas growth of investments
will be caused by a growing need for
extension, modernisation and replace-

ment of the manufacturing instruments.
Investment demand will be also reported by foreign investors, who apart from
purchases or acquisitions of the existing
Polish enterprises, will also make greenfield investments. Poland is generally
perceived as an attractive place for
locating foreign investments, and therefore an inflow of direct foreign investments amounting to more than USD 10
billion has been noted already for several years. Demand for construction services will be gradually increasing on
the part of the central and local governments in connection with starting, on
a larger scale, investments co-financed
from EU funds allocated to Poland. It
concerns infrastructural investments, first
of all, in the area of road and motorway construction, modernisation of rail
connections, investments in environmental protection and the like. In 2008,
preparations
for
„Euro
2012”
European Football Cup taking place in
Poland will be initiated on a larger
scale. It means investments concentration in several places in Poland. Apart
from the above-mentioned road and rail
investments, it is possible that football
stadiums, as well as hotel and catering
infrastructure will be built or modernised. A review of sources of investment demand referring to the construction industry (housing construction
industry, direct foreign investments, EU
funds and preparations for Euro 2012)
allows us to state that likelihood of
weakened demand for construction and
assembly services is small, there are a
lot more signs of demand growth in
relation to each of those sources individually and all of them together. The
Market Economy Research Institute forecasts growth of production sold in the
construction industry at about 12% in
the years 2008 and 2009, whereas the
speed of added value growth at ca. 1011%.
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