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Introduction

 Covid-19 has halted construction activity. A phased restart of construction activities
on sites will commence at the end of May.

» Site social distancing measures that must to be in place will have an impact on site
productivity and delivery programmes — this will have significant impact on output.

* The pause in construction from March to May, decreased productivity & extended
programmes will have an impact on housing completions each month.

* Reduced completions will create further difficulties in the housing market and
increase the housing supply deficit.

« On account of the economic crisis caused by Covid-19 it is forecast that incomes will
fall with knock on affordability issues increasing — this puts further pressure on
residential development viability. Impact on construction costs is unclear.

» Mitigation measures to safely minimise impact on output need to be considered
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MARKET TRENDS

The trend in housing commencements has been upward for
some time...

Rolling Average of Monthly Housing Commencements (Source: Housing Agency)
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MARKET TRENDS

... with output of over 5,000 units being completed on avera
during each quarter in 2019

Home Completions to Q3 2019. Source Housing Agency
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MARKET TRENDS

The projected increase in output (based on commencement data)
would have started to eat into housing supply deficit in 2021

Housing Supply Deficit Trend - No Covid
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POPULATION FORECAST

Global travel restrictions will reduce migration flows and possibly lo
housing demand in 2020 & 2021 from estimate of 34k units in 2019

Demand Forecast With Covid. 17k Net Migration
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CONSTRUCTION OUTPUT & PRODUCTIVITY IMPACT

Output will be impacted by social distancing productivity loss
extended programmes and phased ramp up of site activities.

I/

Impact of Covid-19 On Monthly Housing Completions
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HOUSING SUPPLY DEFICIT

Even with reduced new household formation the post 2019 housing
supply deficit will increase adding to problems that existed before Q2

Housing Supply Deficit Trend - With Covid
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HOUSING SUPPLY DEFICIT

The reduced construction output could increase housing sup

deficit by 21k units in period to 2022

Estimated Annual Housing Deficit. Al

Housing Supply Deficit Trend - With Covid
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DEVELOPMENT VIABILITY

Impact on construction costs unclear. A moderate increase in rates wi
have impact on viability of development given affordability limits
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490,00 24.8% 19.9% 15.3% 11.1% 7.2% 3.5%
514,00 30.5% 25.4% 20.6% 16.2% 12.1% 8.3%
Profit on Development Cost

at site price € 50K per site
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ECONOMIC IMPACT

A reduction in residential construction output of €4.6bn in
& €3.8bn in 2021 is estimated based on reprotiled cash flows

Impact of Covid-19 On Construction Output Impact of Covid-19 On Construction Output
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ECONOMIC IMPACT

The shutdown of the economy is forecast to reduced gross
household incomes (even with Government support in place)...
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ECONOMIC IMPACT
...this fall in gross incomes reduces the number of purchasers able to

atford a home at a given price point — suppressing demand & viability.

COVID-19 Impact On Number Of Purchasers At Viable Price Level
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The estimated €4.6 billion reduction in 2020 output will have -

significant impact on employment, GNP & exchequer returns

GNP Reduction Impact (€ Employment Reduction Effect, Exchequer Returns Reduction
million) (Man Years) Impact (€ million)
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A stimulus package (to increase demand by improving affordability) could have positive cost benefit enabling

existing construction capacity to be utilised by starting on sites that may currently not be viable.
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MITIGATION
Range of operational actions can be implemented to maximise overa.

output. Compliance with H&S considerations not negotiable.

* Follow all site health & safety operating guidance including HSA, CIF, RIAI, ACEI, NSAI etc.

 Consider independent review and auditing of implementation of distancing measures on all
site operations. Create strong verification and compliance processes.

« Manage all sites as combined programme of projects with resources allocated to
programme across all (not individual) sites. Put in place programme management office.

 Obtain flexibility in contractor or subcontractor terms to move between sites from day to
day — consider procurement across sites and not for specific projects. Evaluate “make v

buy” for all critical activities.

* Detailed day by day scheduling of activities. Continual review of actual v planned and
update as necessary to drive site performance, productivity & output.

 Update project appraisals to reflect new programmes, costs etc. Prioritise projects &
consider bringing forward site openings to progress sites in parallel — spreading resources
among sites — when feasible.

~ ROl CONSULTING 16


https://www.hsa.ie/eng/topics/covid-19/
https://cif.ie/wp-content/uploads/2020/04/CIF-Covid-19-Operating-Procedure-Report.pdf
https://www.riai.ie/uploads/files/general-files/RIAI_Covid-19_InitiativesforReopeningofSites.pdf
https://www.acei.ie/ws-content/uploads/ACEI_AdviceNote_Covid_HS_April2020.pdf
https://www.nsai.ie/covid-19/

SUMMARY ﬁ

Summary

 Operational measures need to be put in place to mitigate reduction in construction
output. Need to target performance beyond H&S compliance.

 Global travel restrictions will reduce migration flows and possibly lower housing
demand in 2020 & 2021 from estimate of 34k units in 2019 to below 25k in 2020.

* A reduction in residential construction output of €4.6bn in 2020 & €3.8bn in 2021 is
forecast. The impact on construction costs is unclear.

* In spite of lower housing demand the reduced construction output will increase
housing supply deficit by 21k units in period to 2022.

* The estimated €4.6 billion reduction in 2020 output will have significant impact on
employment, GNP & exchequer returns.

« A well designed stimulus package (+ive cost benetit) could improve viability of
projects currently on hold on account of affordability issues in the market & minimise
negative economic impact. This could help to get construction started on a wider
number of sites and minimise fall in housing output and increase in supply deficit.
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Disclaimer

The content of this document is intended to convey general information. It should not be relied upon

as financial or investment advice. It is not an offer to represent you, nor is it intended to create a client
relationship. Hypothetical or simulated performance is not indicative of future results.

Unless specifically noted otherwise, all return examples provided in the document are based on
hypothetical or simulated projects. We make no representations or warranties that any investor will, or
is likely to, achieve profits similar to those shown, because hypothetical or simulated performance is not
necessarily indicative of future results.

All calculations and data presented within the document and return models are deemed to be
accurate, but accuracy is not guaranteed. The projected pro forma returns on investment are intended

for the purpose of illustrative projections to facilitate sensitivity analysis and are not guaranteed by
Keogh Consulting.

Past performance is not an indicator of future results. No liability whatsoever is accepted by Keogh
Consulting for any action taken in reliance on the information in this document
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SUMMARY

Contact

KEOGH CONSULTING

Develop. Deliver. Improve.

Delivering projects involves complex challenges from concept development, through feasibility

assessment, to delivery and operations.

Keogh Consulting provide specialist resources to assist individuals and organisations improve the
development and delivery of capital construction projects. Specialising in the real estate sector we use

a suite of decision, project management and cost control methodologies to help deliver projects

Through use of these agile and lean approaches we ensure that the right projects are done in the right

way.

info@keoconsult.com

+353 86 3679322

www.keoconsult.com
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