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Welcome to
TechLive 2022

by CitA, Ireland’s premier
multidisciplinary construction
network.
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* Provide QS / PM and other support services

* Engaged across all major sectors

» Experience in Ireland, UK and Middle East
» Apartment Inflation Infocard 2022

* In-house inflation monitoring
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Presentation Notes
Good afternoon & welcome.

My name is Eoin McEnery and I am an Associate QS at Mitchell McDermott 
Independent consultancy providing PM, QS and other support services

Thanks to Alan & the team for organising this event. Delighted to be asked to present and I am sure it will be an interesting & insightful 3 days. 

Title of my presentation is “Adapting to an Inflationary Market” which is a live and current challenge.
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CHALLENGING TIMES
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Challenging Times!

Could be an under statement! 

Before we look at the here and now, it is worth reflecting on the events of the last 2.5 years and appreciating the turbulence which not only our industry but pretty much every industry has gone through.

From Lockdown #1 in March 2020 to Suez Canal blockage in March last year, quickly followed by price hikes in May 2021 to the War in Ukraine which is unfortunately on-going. It has been eventful to say the least!

On top of this, couple of things have been happening in parallel to these events;
A lot of people have switched jobs / industries for various reasons
Some construction workforce that went home during Covid have not returned 
China zero-covid policy which is only now starting to open up
Rising energy costs

Of course more recently, the on-going situation in Ukraine is having a far-reaching impact. 
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CHALLENGING TIMES

“As COVID-19 restrictions ease around the world and the
construction sector hopes to return to pre-pandemic levels of co L
productivity, the cost of building materials is holding the industry . v
back. Finan‘traints
“... a shortage of materials is hindering construction activity, insufficient Demtand
suggesting that the cost and availability of goods such as steel e L
and lumber is a big problem across the sector” "m"”
tabour Shortqsca
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“Inflation is expected to remain elevated for longer than in Weather
the previous forecast, driven by war-induced commodity
price increases and broadening price pressures.” 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Source RICS Modus (May 2022)

“Higher number of housing builds threatened by
labour shortages”

IMF, Economic Outlook April 2022
“Construction firms unwilling to take on fixed-price

contracts as inflation surges”
Irish Times, May 2022 Irish Times, March 2022
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How does this translate to the challenges we are seeing?

I pulled some headlines from various sources which probably best describe the industry challenges

RICS – carried out a recent survey to gauge the biggest factors restricting the industry from returning to pre-pandemic productivity levels. Over 90% of respondents identified cost of materials which I don’t think will come as a surprise to anyone. But it is also worth noting that over 60% of respondents also identified labour shortages, material shortages and skills shortages as well as financial constraints. Now financial constraints can be bore out of the escalating costs!

IMF – recent Economic Outlook published in April this year, noted that inflation expected to remain elevated due to commodity price increases (mainly due to war) and other issues (energy, demand vs supply)

These are on a global context but are very much reflective of what we are experiencing here at home.
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What is the real time impact of these challenges? 

Firstly – commodities & some which our industry rely heavily on

Aluminium & copper - some positivity but from much higher starting points than Q1 2020! Copper demand is in huge demand in the car industry in the production of electric cars. EV can require upto 3 x times more copper than a traditional combustion engine

Lead – flat lining since end 2H of last year

Nickel – for those not aware, a lot of nickel is used in the manufacturing of SS. Some locations have suspended trading in March in certain areas due to its volatility

Zinc – upward trend since Q3, but recent weeks has cooled which isn’t reflected in the quarterly average 

Re-bar / Scrap values – two which we probably all keep an eye on has been very volatile. Similar to Zinc, they have cooled in the last couple of weeks but not on the overall quarterly average

Give you a snapshot of some of the input cost pressures which we, as an industry, as trying to deal with. 

Some sectors rely more on some products than others hence varying levels of cost pressures depending on the sector, project, etc. 
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So commodities fluctuating is nothing new, what does this mean for building materials? 


Concrete – relatively stable until this year. Carbon taxes and increased energy costs
Steel – Spike in May last year followed by the further spikes earlier this year
Brick / Blocks  - latest cost increases linked to increasing energy costs
Timber – challenges on sourcing nationally and from outside Ireland. 
Mech / Elec materials– raw materials used to make products (steel, aluminium, copper, etc). Manufacturing / production costs
Windows / cladding – as seen on the previous slide re aluminium has been on a hard upward trajectory. Material and manufacturing costs 
Plasterboard – Energy & fuel costs
Sanitaryware – China lock-downs, narrowed supply, energy and shipping costs
Insulation – some challenges around the materials required to make the products (chemicals, etc.) and production / transport costs

Two big jumps – mid 2021 and earlier this year. 

I am sure this won’t come as a surprise to people actively involved in projects at the moment.
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Earlier this year we did an exercise to understand what this means to apartment construction? 

Using a tendered project from Q1 2020 and re-priced in Jan 2022. 
Using Q4 2021 pricing 
Split into labour & materials 
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Translated the study to a 2 bed apartment and how much it has increased since pre-covid? 
Q1 2020 to Q4 2021 – 2 years

As noted, labour & materials priced from market tenders / feedback

This will have moved on since Jan and further upward pressure. 
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Back-log of projects still being worked
through

Tier 1 & 2 contractors order books nearing
capacity

Specialist contractors stretched
Supply issues
Viability issues

New projects being delayed
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Extended lead times / Manufacturing
disruption

Energy supply / cost

Rising demand for labour across all
levels
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New tenders coming to market but how many
converted into orders?

Reluctance for single stage hard tendering

Extended tender periods trying to agree a
deal

Insolvency issues
Nervousness on fixed price contracts

Dispute resolution
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What is happening in the market?

Trying to clear the back of projects hampered by Covid lockdowns
Market is busy at all levels, but especially so at the top tiers where order books are at capacity
Following on from that, specialist contractors are at capacity and selective about what sectors to work in
Supply certainty on materials, having to change spec to meet programmes
Stalled projects due to viability gap

Extended lead times due to disruption, order backlogs, some industries have lost manufacturers due to increased production costs
Demand for labour, here at home and across large parts of the world currently

Still seeing a lot of projects getting to detailed design and tenders being issued
A lot more negotiation that previously, goes back to the workload of the contracting fraternity and their workload.
Difficult to get contractor to hard bid in the current market. Some more than others 
Drawn out negotiations trying to deal with risk allocation, and agree a deal
Uncertainty / nervousness on prices, A push back on fixed price contract
Industry is facing Insolvency issues
Projects delays / run into problems, dispute resolution where 
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Inflation Co-operation Framework on Public Sector
Contracts

Amendments to address impact of exceptional inflation on
materials and energy costs

Up to 70% of the costs to be covered
Fluctuations calculated based on CSO indices
Relief from delay damages on supply chain disruption

Addition to amendments introduced in Jan 2022

Aware of other studies / initiatives being instigated by the DHLG&H
which are aimed at reducing costs
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Croi Conaithe (Cities) Scheme - initiated by DHLG&H

Aimed at bridging the “Viability Gap” between the cost of
building apartments and market sale price

Accepting proposals for apartment developments in Dublin,
Cork, Limerick, Galway and Waterford cities
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What is being done at regulatory level to help tackle some of these challenges? 

Inflation Co-operation Framework on Public Sector Contracts
Amendments to address impact of exceptional inflation on materials and energy costs 
A process and parameters set-out to calculate additional costs attributable to material and fuel price fluctuations based on CSO indices
Also some relief on delay damages due to supply chain disruption
Addition to amendments introduced in Jan 2021 – which did not address energy price volatility or delay due to supply chain disruption

Croí Cónaithe (Cities) Scheme – managed by the Housing Agency on behalf of the Dept. of Housing, Local Government and Heritage
Fund to support building of apartments and bridge the “Viability Gap” between the cost of building apartments and market sale price (the issue I mentioned earlier on viability being a major problem with getting residential projects off the ground)
Restricted to Dublin and 4 major regional cities (Limerick, Cork, Galway & Waterford)
Developers (with planning permission) need to apply and I believe the closing date for submissions is next week (21st June)

Aware of other studies / initiatives being instigated by Dept which are aimed at reducing costs especially on delivery of housing. Focus on technologies, Labour, regulations, etc. 
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CHANGING TIMES

* Design with inflation in mind
« Sourcing of materials
» Specialist packages engaged early
* Negotiating
« Early Orders under Lol
* Hedging against rising prices

* Flexibility in contracts

- ESG

Design / Pre-Construction Stages Construction Stage
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Last 3-4 months a change in approach depending on the sector, project, client, etc. 

Split into pre-construction stages & construction stage

Design /  Pre-Construction – 
Designing with inflation in mind – what does that mean? Looking at what material are being spec’d, is there more than one supplier / subbie in that area? But also, looking at labour intensive finishes (brickwork), how can we limit exposure once we get to site?
Engaging specialist trades early – MEP, façade, etc. to secure order book slots
Negotiating – be with main contractor or specialist trades, reling on current & past relationships. Hard tendering
Early orders – some areas clients willing to place an order early to secure a price
Hedging – clients directly buying a material now (rebar) to have guarantee of price
Flexibility in contracts – contractors steering away from fixed price, open discussions on identifying the high risk areas (inflation, war, energy) and dealing with hyperinflation carving these out through various mechanisms, i.e. pain / gain.
ESG – increasing focus

Construction stage – 
understanding where products / materials are sourced, 
Trying to build resilience into the supply chain
Insulate from longer lead times
Closely monitoring labour intensive trades, i.e. traditional brickwork. And trying to mitigate potential labour issues
Addressing delays / potential delays early and having meaningful discussions 
Appetite for risk shifted, clients & contractors having conversations on how best to allcoate following form my earlier point on contracts

The above are some of approaches we have seen over the last 3- 6 months and they vary by sector, client and project. 

That concludes my presentation on ‘Adapting to an Inflationary market’. Hopefully you found it useful and thanks again to Alan and the team for arranging. 
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your participation



	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13

