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1. Construction market in Poland

The Polish construction market is the largest (after
Russia) in Central and Eastern Europe. In the last
few years the market has been in a slump, but the
current prognosis is for annual growth of 9-10%
in the coming years. The slump was particularly
noticeable in the macroeconomic indicators for
the sector.

The number of newly completed flats, after
a boom in 2003, declined in the last two years.
Construction/assembly production rose by 7.4%
in 2005. The fotal value of investments in the same
year on the Polish construction market reached

almost EUR 2.9 billion.

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,

e demand for new residential buildings,

e lack of office space in Warsaw, tédz,
Wroctaw, Poznan, Gdansk and the Silesia
region.

The expected boom on the Polish construction
market is related to the influx 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.
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3. Geographical profile of construction/
assembly market

The graph shows the profile of the construction/

assembly production market in Poland, by pro-
vince, as of the end of 2most 1/3 of the demand
for construction/assembly works is created by
Mazovia Province. In Mazovia, demand is espe-
cially noticeable in Warsaw and vicinity.
A large percentage of construction/assembly
production demand is also concentrated in the
province of Silesia (including Katowice), Wielko-
polska Province (Poznan), Lower Silesia
(Wroctaw) and Matopolska (Cracow).
4. Average employment and wages on

the construction market in Poland
The average monthly wage on the Polish construc-
tion market in the 4™ quarter of 2005 was
PLN 2,500. In the public and private sector,
average salaries were quite similar, at PLN 2,341

and PLN 2,344.
A decline in employment is noticeable in the Po-
lish construction sector in the last few years. This
downward tendency is also expected for the co-
ming years. It is caused by high employment costs,
especially in winter, when demand for construc-
tion services is low.
The other reasons for the decline of employ-
ment, related to high employment costs, in-
clude:
o self-employment of a growing number of the
sector’s workers,
better organization of work, increased me-
chanization and efficiency.

. Profile of Polish construction market
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o

. 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

The number of new flats built has been growing

since 1997, reaching a peak in 2003. At the end

of 2004 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 genera-

ted by private developers, especially in the most af-

tractive locations like Warsaw, Cracow, Gdarsk,

Wroctaw, Poznan, t6dz and Katowice. Growth in the

housing market will also be affected by:

o growth of residential credit,

o 7% VAT in the market for newly built flats after
2007,

e refund of VAT for construction materials bought
by individual investors,

e growth in consumer income,

e |ow interest rates,

e influx of European Union funds.
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9. Profile of flats completed in 2005

10. Geographical profile of flats
constructed in 2005

11. Purchasing power of Polish consumers

Research by the Central Statistical Office of Po-

land (GUS) shows that at the end of 2004, 3.4%
of consumers intended to buy or build a house
(or flat) in the next twelve months.
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12. Average sale prices

The market price for flats in Poland depends on:
e surface areaq,

layout,

location of flat within building,

location of building,

availability of local infrastructure (Internet,
cable, gas, electricity),

e fransit to city centre (metro, tram, bus, rail).

13. Condition of commercial construction
market in Poland

The commercial construction market in Poland can
be divided into three segments:

e frade space,

o office space,

e warehouse space.

Growth in the supply of trade space is expected
in 2006. This is mainly due to an increase in in-
vestments by supermarkets and discount shops.
There is 102 sq. m. of shopping centre space per
1,000 inhabitants in Poland. This is less than the
EU average of 159 sq. m. per 1,000 inhabitants.
The greatest amount of office space is located in
Warsaw, the largest and most popular construc-
tion investment market in Poland.

CB Richard Ellis reports that activity on the War-
saw office marketin 2005 was about 15.8% high-
er than in 2004, with office space of 373,000
sq. m. Investments in office construction are also
expected in such cities as Cracow, Poznanh,
Wroctaw and tédz.

The market situation in the warehouse segment is
also impressive.

In 2005, warehouse space was 1,600,000 sq. m.,
the largest portion of which was in Warsaw. Most
of the warehouse space growth was noticeable
in the Silesia region (122,000 sq. m.)

A growth in demand for warehouse space is ex-
pected in Poznan, t6dz and Wroctaw and in the
Silesia region.

14. Export of construction services

The balance of payments in construction services,
according to National Bank of Poland (NBP) data,
was EUR 99 million in 2005, which represents sig-
nificant growth over 2004. This was caused by
a 28% increase in revenues generated by Polish con-
struction companies abroad, as well as twofold
growth of costs of foreign companies operating on
the Polish construction services market.
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15. Poland’s largest construction
companies and groups

16. Foreign investments on the Polish
construction market

As of the end of 2004 the flow of indirect foreign
investment info the construction market in Poland
was USD 560.3 million. This makes up 7.1% of
total indirect foreign investment in Poland. As
shown in the table below, the largest investors
came from the US, Germany, Sweden and France.

17. Largest foreign investors on the Polish
construction market as of the end of
2004

18. 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%. Therefore a boom in demand
for these goods was observable until 2004. In
2005 sales of construction materials in Poland
fell significantly. Growth was noticeable only in
gypsum binding materials (+27.4%), ready-mixed
concrete (+9.7%) and ceramic brick (+0.6%).
Some Polish companies on the construction
materials market began moving into the black
market in order to avoid tax. Some manufac-
turers boost profits by connecting sale with as-
sembly.
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19. Rate of production of construction
materials

20. Potential changes in production
growth in particular segments of the
construction materials market in
Poland

21. Prospects for the Polish construction
market

The Polish construction market is going to grow.

The boom indicators will be:

e supply of newly completed flats,

e public procurement in civil engineering
construction,

e demand for office and warehouse construction.
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