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ABOUT MARSH

Marsh is the world'’s leading insurance broker and risk advisor. With around 40,000 colleagues operating in more
than 130 countries, Marsh serves commercial and individual clients with data-driven risk solutions and advisory
services. Marsh is a business of Marsh McLennan (NYSE: MMC).

With a globally integrated team of more than 1,200 construction specialists, our experts work with clients to
deliver construction projects in all regions of the world. Marsh Specialty helps construction companies assess risks,
minimize uncertainty, and embrace safety as a business enabler.

We work with clients to design and implement risk and insurance strategies that align to their strategic objectives,
optimize capital, and protect their business now and into the future.

ABOUT GUY CARPENTER

Guy Carpenter & Company. LLC is a leading global risk and reinsurance specialist with more than 3,200
professionals in over 60 offices around the world. Guy Carpenter delivers a powerful combination of broking
expertise, trusted strategic advisory services and industry-leading analytics to help clients adapt to emerging
opportunities and achieve profitable growth. Guy Carpenter is a business of Marsh McLennan (NYSE: MMC),

the world's leading professional services firm in the areas of risk, strategy and people. The Company’s 78,000
colleagues advise clients in 130 countries, the world’s leading professional services firm in the areas of risk,
strategy and people. With annual revenue over $18 billion, Marsh McLennan helps clients navigate an increasingly
dynamic and complex environment through four market-leading businesses: Marsh, Guy Carpenter, Mercer and
Oliver Wyman. For more information, visit mmec.com, follow us on LinkedIn and Twitter or subscribe to BRINK.

ABOUT OXFORD ECONOMICS

Oxford Economics was founded in 1981 as a commercial venture with Oxford University’s business college to
provide economic forecasting and modelling to UK companies and financial institutions expanding abroad. Since
then, we have become one of the world’s foremost independent global advisory firms, providing reports, forecasts
and analytical tools on more than 200 countries, 250 industrial sectors, and 7,000 cities and regions. Our best-in-
class global economic and industry models and analytical tools give us an unparalleled ability to forecast external
market trends and assess their economic, social and business impact.

Headquartered in Oxford, England, with regional centres in New York, London, Frankfurt, and Singapore, Oxford
Economics has offices across the globe in Belfast, Boston, Cape Town, Chicago, Dubai, Dublin, Hong Kong, Los
Angeles, Melbourne, Mexico City, Milan, Paris, Philadelphia, Stockholm, Sydney, Tokyo, and Toronto. We employ more
than 400 full-time staff, including more than 250 professional economists, industry experts, and business editors—
one of the largest teams of macroeconomists and thought leadership specialists. Our global team is highly skilled in a
full range of research techniques and thought leadership capabilities from econometric modelling, scenario framing,
and economic impact analysis to market surveys, case studies, expert panels, and web analytics.

Oxford Economics is a key adviser to corporate, financial and government decision-makers and thought leaders.
Our worldwide client base now comprises over 1,500 international organisations, including leading multinational
companies and financial institutions; key government bodies and trade associations; and top universities,
consultancies, and think tanks.
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This report has been written by Oxford Economics.

All data shown in tables and charts are Oxford Economics’ own data, except where otherwise
stated and cited in footnotes, and are copyright © Oxford Economics Ltd.

All information provided in this report is for information purposes only. Although every
reasonable effort is made to ensure the accuracy of the report, it should not be relied upon

for decision making purposes, as the information contained in the report is not tailored to the
requirements of individual businesses. Oxford Economics Ltd accepts no liability for any loss or
damage caused by the use of this report.

Copyright © Oxford Economics Ltd 2021

The reproduction or transmission of all or part of the report, whether by photocopying or storing
in any medium or by electronic means or otherwise, without the permission of Oxford Economics
Ltd, is prohibited.

The modelling and results presented in this report are based on information provided by third
parties, upon which Oxford Economics has relied in producing its report and forecasts in good faith.
Any subsequent revision or update of those data will affect the assessments and projections shown.
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Foreword

The construction industry has demonstrated remarkable
resilience during the worst of the coronavirus pandemic and
over a period of significant disruption to the global economy
— the worst since the Great Depression some 80 years ago.

The near-term outlook for the global economy remains clouded by a surge in inflation and supply
chain bottlenecks, and the Delta variant remains a threat. However, Oxford Economics forecasts in this
newly published global forecast Future of Construction, the global construction industry is set to lead
global economic recovery from the pandemic over the medium-term and is expected to grow faster
than the manufacturing or service sectors.

The global construction market is expected to grow by US$4.5 trillion over the decade to 2030 to reach
US$15.2 trillion. To better understand this and prepare for the future with our clients, Marsh and

Guy Carpenter chose to partner with Oxford Economics on this project because of its deep industry
expertise which, underpinned by advanced data-led analysis, provides genuinely valuable insights to
those determining their future strategic direction within industry segments.

As this report makes clear, climate change and its risk and opportunities represent the construction
industry’s biggest challenge. ESG and green financing will drive a greener recovery from the
pandemic. This report also highlights that the emergence of a deconstruction industry that will reuse
existing built assets and tools that will help in the disclosure of the carbon footprint for any new asset
ahead of physical construction will become the new norm.

There are huge opportunities and risk factors for the construction industry from climate resilience
driven by natural catastrophes.

The common themes that arise from this report - including key observations from construction firms
operating in global markets - is changing risk and the opportunities shaping the Future of Construction.

It is therefore essential that the construction industry and insurance marketplace work closely
together to ensure changing risk profiles are managed across stakeholders and that continued
innovation will be a benefit to society.

Marsh and Guy Carpenter are delighted to have worked with Oxford Economics to provide insight into
the opportunities and developments expected within the construction industry globally in the coming
years. It will undoubtedly be an exciting period of challenge, but one we should look forward to, as the
construction and (re)insurance industries continue to play a vital role in the economic development
and future prosperity of the world economy, and in helping to improve the global environment.

Richard Gurney Simon Liley
Global Head of Construction Co-Head, Global Engineering
Marsh Specialty Guy Carpenter



Executive Summary

Construction set to be a global engine
for economic growth and recovery
from COVID-19

Global construction output in 2020 was US$10.7 trillion' and we
expect this to grow by 42% or US$4.5 trillion between 2020 and
2030 to reach US$15.2 trillion. The global construction industry
is set to be a global engine for economic growth and recovery
from COVID-19.

Shorter term, global construction output is expected to reach
US$13.3 trillion by 2025 - adding US$2.6 trillion to output in the
five years from 2020.

Asia-Pacific will account for US$2.5 trillion of growth in
construction output between 2020 and 2030, up by over 50% to
become a US$7.4 trillion market by 2030.

Construction output in North America will grow by 32%, or
US$580 billion from 2020 to 2030, to US$2.4 trillion in 2030.

Western Europe is forecast to grow by 23% between 2020 and
2030 and is expected to push up construction output to US$2.5
trillion in 2030.

Growth in construction over the decade
to 2030 will be higher than manufacturing
or services

Growth in construction output is forecast to average 3.6%
per annum over the decade to 2030 - higher than either the
manufacturing or services sectors.

Growth in construction output is forecast to average 4.5% over
the five years between 2020 and 2025 - again higher than either
manufacturing or services sectors and driven by sharp recovery
from the effects of COVID-19 and huge stimulus support by
governments. Spending of accumulated excess household
savings is expected to contribute to this heightened growth.

Supply chain bottlenecks constraining activity levels and causing
inflationary spikes for construction are expected to be transitory
but are a risk to our forecasts.

Rising populations will drive construction
demand across emerging markets

Growth will be driven by rising populations and urbanisation
across emerging nations driving demand for infrastructure and
residential construction.

Permanent inward immigration will
support construction demand across
developed countries

Permanent inward immigration into the Anglosphere (US, UK,
Australia, Canada, and New Zealand) as well as Germany and

other OECD countries will help to support demand across those
developed countries.

Growing working age populations help
drive need for workplace construction

Growth in working age populations in countries such as India
and Indonesia as well as Canada and Australia will support
demand for workplace construction where, we expect higher
demand for industrial and logistics space to support growth in
online retailing and manufacturing.

A return to urban centers will support
multifamily growth
A shift towards urban centres is gradually expected to regain

momentum after COVID-19 and will support growth in
multifamily residential construction.
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China, India, US, and Indonesia to
account for 58.3% of global growth in
construction output

Growth will be concentrated in a small handful of countries. Just
four countries - China, India, US, and Indonesia - will account
for 58.3% of estimated global growth in construction between
2020 and 2030.

China alone will account for 26.1% of global growth. India
is forecast to account for 14.1% and the US for 11.1%, while
Indonesia is expected to account for 7.0% of global growth
- almost the same as the combined growth of Australia,
UK, France, and Canada, which are the next four largest
contributors.

Construction to reach 13.5% of global
GDP by 2030

Spending on construction accounted for 13% of global GDP in
2020 and we expect this to reach over 13.5% in 2030.
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Strong growth and recovery
from COVID of 6.6% for global
construction in 2021

In 2021, we expect strong recovery from the
COVID pandemic with global construction
output growing by 6.6%.

Higher growth in emerging
markets with near double-
digit growth in LATAM in 2021

We forecast emerging construction markets
will rebound by 7.2% in 2021 - adding to
acceleration in global construction output
and with near double-digit growth of 9.6% in
LATAM.

Sub-Saharan Africa is forecast to grow fastest
of all regions globally in the longer-term with
an average annual growth of 5.7% between
2020 and 2030.

Decade of growth for
construction to 2030 will
be 35% higher compared to
previous decade to 2020

Global construction output is forecast to be
35% higher over the next decade to 2030
compared to the previous decade to 2020.

A cumulative total of US$135 trillion in
construction output is forecast in the decade
to 2030.

Residential construction
driving short-term growth

Residential construction will drive growth in
the short-term driven by the unleashing of
excess household savings and demand for
residential space - we forecast residential
construction output will grow by 7.1% in 2021.
Huge levels of excess household savings have
built up across advanced economies - reaching
more than 10% of GDP in North America.

Infrastructure forecast to be
fastest growth sector driven
by unprecedented levels of
government stimulus

Infrastructure is forecast to be the fastest
growth sector for construction over the period
to 2030. We forecast annual average growth

of 5.1% globally for infrastructure construction
output during the period from 2020 to 2025 -
driven by unprecedented levels of government
stimulus and the acceleration of pipelines of
global mega infrastructure projects.



The US$1.2 trillion Bipartisan Infrastructure Bill in the US will help push up growth in US transportation
infrastructure put-in-place construction to an average of 8.9% over the period from 2020 to 2025. The the European
Union €723 billion Recovery and Resilience Facility, which is part of the €806 billion Next Generation EU fund (often
reported as €750 billion in 2018 prices) will meanwhile help support recovery of construction in Western Europe by
7.9% in 2021.

Infrastructure pipelines are focus of government acceleration in stimulus
— global mega infrastructure projects will help support growth

Acceleration of infrastructural investment is a focus for governments. The readiness of existing pipelines of
infrastructure are key to this acceleration. Shovel ready projects help. The UK and Australia are well positioned to
accelerate infrastructure development amongst the top 10 global construction markets.

Growth in infrastructure construction 2020-2030
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Source : Oxford Economics/Haver Analytics

Growth in UK infrastructure to rival China over the next decade to 2030 as
UK mega projects provide heightened growth

Growth in infrastructure construction in the UK is expected to rival that of China over the next decade to 2030, with
the UK's mega infrastructure projects providing heightened infrastructure construction output.

A significant pipeline of infrastructure in Australia will also see growth averaging 3.4% per annum over the period
to 2030.
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Top 10 global construction markets 2030
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Global top 10 construction markets see
continued shift to emerging markets, with
China and US clear leaders in 2030

The global top 10 construction markets are expected to
represent two-thirds of total global output in 2030.

India is forecast to become the world’s third-largest
construction market as it overtakes Japan in 2023.

Indonesia will become the world’s fourth-largest construction
market by 2030 when it is forecast to also overtake Japan.
Indonesia will accelerate to overtake Germany in 2023 and
UK in 2024.

UK will overtake Germany in 2023 to become the world'’s fifth-
largest construction market but will be overtaken by Indonesia
in 2024 to remain the sixth-largest market for the remainder of
our forecast to 2030.

Germany will be overtaken by both UK and Indonesia in 2023,
falling two places to seventh position in the global ranking for
the same year.

Xi

Japan will drop two places to become the world’s fifth-largest
construction market in 2030 as it is overtaken by India and
Indonesia.

Elevated levels of debt to GDP ratios will
drive the need for a new wave of PPPs

The ability of governments around the world to fund
infrastructural development in the longer-term will be
significantly weakened by elevated levels of debt to GDP ratios,
increasing the need for Public Private Partnerships (PPPs).

Climate change and the race to Net Zero
are greatest challenges for construction
and will drive new deconstruction
opportunities

Climate change and the race to Net Zero are arguably the
greatest challenges that face the construction industry.

The built environment is responsible for around 40% of

greenhouse gas emissions globally. The need to radically reduce
the amounts of carbon embedded in new construction is a huge
challenge and will drive the growth of a deconstruction industry.

An emerging deconstruction industry that will reuse huge existing
urban stockpiles of construction materials could reduce embedded
carbon in the construction of new buildings and infrastructure.

The climate crisis is driving huge demand to decarbonise
energy networks and develop renewable energy. Saudi Arabia’s
Giga Projects are leading in Net Zero.

Sustainable and quality infrastructure is a driver of economic
growth and social progress and is an enabler to achieving
Sustainable Development Goals (SDGs) and Paris Agreement
commitments. In 2020, ESG-related capital for infrastructure
grew 28% with a large part of the increase due to a flow of
fundraising into sustainability-related strategies.

Modern methods of construction
expected to become new normal

Modern methods of construction, including off-site
manufacturing, are expected to become the new normal and
will radically transform construction productivity. Distributed
factories using 3D printing technologies to make components
for construction assembly using advanced robotics are rapidly
developing — especially in the residential sector.

The key drivers shaping the Future of Construction will have a
profound effect on the construction industry - not only the
massive influence exerted by Emerging Asia, but also the
significant changes that we expect from Net Zero and climate
change. The rapid digitalisation and use of modern methods of
construction will also have far-reaching consequences for the
industry and its major players. These forces are changing risk
profiles in ways that will require the sector to adapt to harness
the massive growth potential for construction. Those companies
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that are positioned to harness these drivers of change will flourish and are likely to lead the
industry towards a completely different future.

Future of Construction, published by Marsh and Guy Carpenter — part of Marsh McLennan, the
world’s leading professional services firm in the areas of risk, strategy, and people — has been
written by Oxford Economics, a global leader in economic forecasting and analysis.

We believe this report will be timely in giving clients of both Marsh and Guy Carpenter a view on
the future of construction as the industry recovers from the unprecedented effects of COVID-19. It
includes valuable insight for senior executives into the key drivers that will help shape the Future
of Construction over the next decade.

" Construction output in 2017 prices and exchange rates
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