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Workloads are in danger of stalling as pipelines gaps emerge and investor
caution delays project conversion. Rising labour costs continue to erode
margins, while fragile supply chains pose delivery risks — though resilient
demand in key segments and steady public sector programmes offer
modest grounds for optimism.
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MACROECONOMICS &
CONSTRUCTION OUTPUT




UK ECONOMIC OVERVIEW

UK economy shows resilience, but stubborn inflation, weak growth and
rising fiscal strain cloud the outlook...

. [ GDP BEATS FORECASTS, BUT m UK CONSTRUCTION
WHH MOMENTUM SLOWS - PMI 45.5 (Aug 2025)
Growth slows to 0.3% in Q2 as Construction activity falls for an
spending and investment stall eighth consecutive month
__ £ ) 4.7% UNEMPLOYMENT
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steady, but peak still - Unemployment remains at near
expected in September four-year high as labour market
softens
~ BN INTEREST RATES ON HOLD PUBLIC FINANCES
J@L Base rate held at 4% as BoE @ UNDER STRAIN

waits for clearer signals on Stretched public finances raise
inflation risk of Autumn Budget tax hikes
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Source: ONS, Bank of England, S&P Global



https://www.ons.gov.uk/
https://www.bankofengland.co.uk/
https://www.pmi.spglobal.com/
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UK CONSTRUCTION PMI (AUG 2025)
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Rate of decline eases—but activity still shrinking...

Activity contracts for the eighth
straight month

Source: S&P Global
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May-2023

Aug-2023
Nov-2023

All sectors remain in
contraction

Feb-2024

May-2024

Aug-2024

Nov-2024

New orders continue to fall

Note: The PMl is a subjective, sentiment-based index. Output and new order trends may therefore differ from official ONS data trends, which are based on hard economic data.

Aug - 2025

SERVICES

MANUFACTURING

47.0

CONSTRUCTION

45.5

Optimism sinks to its lowest
since late 2022


https://www.markiteconomics.com/Public/Release/PressReleases

UK CONSTRUCTION OUTPUT AND NEW ORDERS (ONS)

UK CONSTRUCTION OUTPUT (Q-ON-Q) UK CONSTRUCTION NEW ORDERS (ALL NEW WORK)
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Output rises 1.2% in Q2, driven by delivery of existing New orders dip 8.3% in Q2 2025, signalling weaker
backlog, while pre-construction delays hold back demand and a softer pipeline

momentum

Source: ONS


https://www.ons.gov.uk/businessindustryandtrade/constructionindustry
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LONDON: NEW ORDERS (ONS)

LONDON CONSTRUCTION NEW ORDERS (Q-ON-Q) BY SECTOR

® Public New Housing Private New Housing Infrastru cture ® Public New Work Private Industrial @ Private Commercial ==+ 10-Year Quarterly Average
7000
6000
5000
5
= 4000
:| e e @ @ @G—S IS GEES I GEEe  GE—  e——
S
« 3000
]
2000 - .
N =
1000 —— 4-_-_—> |
0 — — _— e

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023 2024 2024 2024 2024 2025 2025

London new orders fell 36% in Q2 2025 to £3.48bn, as commercial and private housing awards retrenched

Pipeline momentum weakens: The fall Housing and commercial weakness: Pipeline resilience in infrastructure:
takes London new orders below trend The decline was led by private housing Infrastructure orders softened but
levels, signalling a fragile pipeline just (—26%) and commercial (—45%), remain above long-term averages,
as wider UK activity softens reflecting subdued investor appetite, underscoring the sector’s role in

tighter financing and planning delays cushioning London’s overall pipeline



CPA: CONSTRUCTION OUTPUT GROWTH FORECASTS (2025-2026)

UK CONSTRUCTION OUTPUT: CPA FORECAST
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CPA forecasts fragile recovery: modest 2025-26 growth amid fiscal and economic headwinds....

Output growth steady but fragile

Infrastructure pipeline offers medium-term
support

Source: Construction Products Association (CPA)

Private housing cautious rebound

Commercial sector split: retrofit strong,
new-build weak

RM&I growth strong, retrofit-led

Sector faces widening risks to delivery
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INPUT COST TRENDS —
MATERIALS, COMMODITIES &
LABOUR




INPUT COST DRIVERS: SUMMARY

Low Pressure

High Pressure

e

O
CONTRACTOR LABOUR
CAPACITY
MATERIALS CONTRACTOR CAPACITY

Stable but vulnerable to global
supply and policy shocks

e Supply and lead times have
normalised, with softer
demand easing pressure

e Competitive pricing in core
categories, but imports
(aluminium, copper, cladding,
MEP) remain exposed to
currency and risk premiums

Capacity constraints tempered by
subdued demand

e Strong public sector pipeline
absorbing Tier 1/2+ contractor
capacity and driving selective
behaviour

e However, delays in PCSA
conversions and stalled private
projects freeing up supply
chain capacity and intensifying
competition

LABOUR

Wage pressures easing, but
structural shortages remain

e \Wage growth has eased but
remains above trend, driven
by persistent shortages in
MEP and specialist trades

e Payroll costs elevated by
April’s NIC rise and Minimum
Wage uplift, feeding into
prelims and labour-intensive
packages
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INPUT COSTS: MATERIAL PRICES

DBT: ‘ALL WORK’ CONSTRUCTION MATERIAL PRICES INDEX, UK
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Materials markets stabilise as supply normalises, though external shocks could disrupt...

Source: Department for Business and Trade (DBT), BCIS



https://www.gov.uk/government/collections/building-materials-and-components-monthly-statistics-2012#2024-monthly-bulletins
https://bcis.co.uk/

REBAR PRICE TRENDS

REBAR SUPPLY COST*

REBAR: SUPPLY COST (£/T)
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Rebar prices edge higher in 2025 amid supply pressures and infrastructure demand...

Prices remain well below 2022 peaks,

volatility easing

Import costs shaped by currency

shifts and tariff risks

Infrastructure demand front-
loaded, adding short-term

pressure

Higher scrap costs and tighter
mill output support price

increases

*Data shows average supply cost of cut & bent rebar for a tonnage range 1-1,000 tonnes



COMMODITY PRICES

WORLD BANK COMMODITY PRICE DATA, METALS AND MINERALS: MONTHLY AVERAGE INDEX CHANGE
. . . (Jan-Jul 2025)
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Global Growth Fears, Oversupply and Weak Demand Keep a Lid on Metal Prices...

Demand signals remain weak Supply growth outpaces
across key sectors consumption in several
markets

Base metal prices mixed after
mid-year volatility

Source: World Bank Note: World Bank commodity price index data reflects the average of monthly prices.

+8.7%
+3.7%
+1.3%
-2.0%
-2.3%
-2.3%

Macro and policy uncertainty

driving price swings


https://www.worldbank.org/en/research/commodity-markets

LABOUR

AVERAGE WEEKLY EARNINGS (UK CONSTRUCTION) SEASONALLY ADJUSTED

CONSTRUCTION VACANCIES VS EMPLOYMENT

Whole Economy AWE
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Annual construction pay growth slows to 4.0%, yet

persistent skills gaps keep pressure elevated

in demand

ing
amid weaker workloads and slower project starts

ion vacancies signal cyclical eas

Construct

Source: ONS


https://www.ons.gov.uk/businessindustryandtrade/constructionindustry

MARKET TRENDS: INSOLVENCIES,
MEP UPDATE, SECTOR
DEVELOPMENTS




INSOLVENCIES & INTEREST RATES

UK INSOLVENCIES (CONSTRUCTION AND OTHER) VS BANK OF ENGLAND INTEREST RATE

® BoE Interest Rate

Other Insolvencies

@ Construction Insolvencies

2023
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The Great
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Construction insolvencies remain high amid debt burdens, fragile supply chains and stalled project starts

Source: The Insolvency Service, Bank of England


https://www.gov.uk/government/collections/company-insolvency-statistics-releases
https://www.bankofengland.co.uk/boeapps/database/Bank-Rate.asp
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CONSTRUCTION INSOLVENCIES REMAIN HIGH DESPITE SIGNS OF STABILISATION

INSOLVENCIES BY TYPE

REGISTERED COMPANY INSOLVENCIES (ENGLAND AND WALES): CONSTRUCTION (FEB 2021 - JUN 2025)
(YEAR TO JUN 2025)

NOT SEASONALLY ADJUSTED

Specialised Construction Activities — Civil Engineering Construction of Buildings = Construction
500 Specialised Construction
450 A Activities
wv
2 5% 57%
E 350 T T e s —F—c 0
3 300 I v — \/ - -
2 250 A A\ c ion of Buildi
"c_'S 200 3 /\ A /\ / \ /\/\ /\/\v/\ onstruction of Buildings
_ T N VAV \
S 150 -
Y N
100 e N~
50 =
| | | | | | | | | | | | | | | | | | | | | | | | | 1 CIVII Englneerlng
— — — — — — o~ o~ o~ o~ o~ o~ o o o o o o < < < < < < LN LN LN
U D - - L - - R I T - G - (o)
3,984 firms collapsed in year to Specialist sub-contractors Financing pressures and weak Begbies Traynor: distress levels
June 2025, but insolvencies hardest hit, making up 57% of demand squeeze margins, with remain elevated, signalling
down 7.8% year-on-year failures smaller firms bearing the brunt further insolvency risk

Source: The Insolvency Service, Begbies Traynor Group



https://www.gov.uk/government/collections/monthly-insolvency-statistics
https://www.begbies-traynorgroup.com/news/business-health-statistics/over-half-a-million-uk-businesses-fighting-for-survival-as-uk-economy-stagnates
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THE CHANGING LANDSCAPE OF THE M&E MARKET

MEP market remains active — but Gateway 2 could release stalled residential schemes, overstretching supply chains

and driving costs higher...

esoe —)
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Demand led change

Market and financing
uncertainty leading to MEP
projects stalling

e Shift from one off commercial
jobs towards repeat
infrastructure frameworks

* MEP-led projects such as Data
Centres and Plant Replacement
absorbing significant market
capacity

Supply led change

e Loss of trades across Tier 1
and 2 markets

* Risk of material shortages as
major projects and clients
absorb supply chain capacity
through bulk buying

 Selective tendering and lack of
appetite for risk is driving
challenging procurement

pe

Price impact

* Ongoing pressure on specialist
subcontract trades due to lack
of capacity and workload
(Fire + ICT)

* Preliminaries costs rising due to
cost of living, labour shortages,
enhanced CDP design

* Project delays creating potential
gaps in trade order books

* Labour cost pressures persist,
with Gateway 2 posing risk of an
MEP cost spike

Mitigation

Ensure design meets RIBA
gateways to de-risk the tender

Potential early design stage
involvement from specialist trades

Proactive planning through
warming up the market ahead of
tender list

Tender list selection to reflect live
market push and pull



https://marketintel.gardiner.com/m-e-contractor-survey-6
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KEY SECTOR TRENDS: WHAT ARE WE SEEING?
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Commercial office Residential Infrastructure Healthcare & Life Sciences
» Refurb & fit-out lead, driven by * Private housing recovery * Growth led by energy, utilities * New Hospitals Programme progress
hybrid working and ESG in underway as mortgage rates and rail frameworks slow; schemes delayed
London/core cities ease
* Roads funding cutbacks and * RAAC remediation and estate
* New-build viability constrained * Gateway 2 delays stalling high- project cancellations weighing repairs dominate near-term work
by finance and build costs; rise; mid-rise offsets partially on workloads
large schemes delayed * Life sciences cooling as costs and
* Build-to-Rent resilient, though * Water and grid upgrades funding weigh on new builds
* Pipeline intact; recovery affordability and planning accelerating, but bottlenecks
contingent on cheaper finance remain constraints persist

(interest rate relief expected to
unlock stalled towers)



DELOITTE LONDON OFFICE CRANE SURVEY - SUMMER 2025

MILLION SQ. FT.

NEW OFFICE CONSTRUCTION START VOLUMES: CENTRAL LONDON

® City @® WestEnd Midtown ® Southbank

® King's Cross @® Docklands @® Paddington
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Summer Winter Summer Winter Summer Winter Summer Winter Summer
2021 2021 2022 2022 2023 2023 2024 2024 2025

New starts fall again — just 2.4m
sq ft this period

Developers squeezed - tariffs,
high rates and supply risks hit
viability

Source: Deloitte

MILLION SQ. FT.

NEW OFFICE START VOLUMES BY BUILD TYPE: CENTRAL LONDON
® New Build @® Refurbishment

1.73

1.96

1.34

0.44
Summer Winter Summer Winter Summer Winter Summer Winter Summer
2021 2021 2022 2022 2023 2023 2024 2024 2025

Refurbishment dominates —
making up 83% of activity

New builds subdued — only
0.44m sq ft across seven
schemes


https://www.deloitte.com/uk/en/Industries/real-estate/research/london-office-crane-survey-hub.html

MILLION SQ. FT.

DELOITTE LONDON OFFICE CRANE SURVEY - SUMMER 2025

CENTRAL LONDON: OFFICE VOLUME UNDER CONSTRUCTION CENTRAL LONDON OFFICE VOLUME COMPLETED
® Total Volume @ Pre-let Volume % Pre-let @ Previous Survey Estimate @ Actual Delivered 9% Delivered
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15.6m sq ft under construction - Financial Services dominate Delivery rates improve — 71% Persistent gap between forecast

36% pre-let pre-lets —around 50% share achieved this period and actual completions

Source: Deloitte

% DELIVERED


https://www.deloitte.com/uk/en/Industries/real-estate/research/london-office-crane-survey-hub.html

REGIONAL SPOTLIGHT — NORTH EAST

At the Heart of Reindustrialisation and Regional Renewal...

“The North East is a template for how place-based
investment can transform a region — building not

just infrastructure, but ecosystems of skills, supply
chains, and innovation.”

60+ years of trusted delivery in the region
* Delivering projects of national significance (energy, water, HE, regeneration)

* Region positioned to benefit from the UK’s Modern Industrial Strategy, 10-
year infrastructure plan, and £4.2bn Devolution Deal

Strategic advantage from £4.2bn Devolution Deal & Freeport incentives

LEVELLING UP,
LATEST ARTICLES.
INFRASTRUCTURE
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REINDUSTRIALISATION AND
REGIONAL REGENERATION:
CONSTRUCTION’S ROLEIN

ECONOMIC RENEWAL




TRENDS IN KEY TRADES




KEY TRADE ANALYSIS — OVERVIEW

Low Pressure High Pressure

)

| |

COMPETITIVE BALANCED/STABLE HIGHER INFLATION TO COME
COMPETITIVE BALANCED/STABLE HIGHER INFLATION
* Demolition/ e Drylining e MEP
Enabling Works o Steelwork * Facades
* Earthworks e Brick & Blockwork

® Substructure e Carpentry/Joinery

e Finishes

e Preliminaries
e OH&P

e Concrete

e Lifts



MARKET CONDITIONS




Read the latest TPl Report >

MARKET CONDITIONS

In our latest TPI, we noted the following market conditions in the UK
construction sector:

* Market finely balanced, * Tendering is more competitive
outlook cautious beyond infrastructure

* Labour availability remains * Contract conditions shifting
a constraint more risk

e Overheads rising from labour * Financial fragility heightening supply
and compliance chain risk

* Public sector pipeline visibility, * Muted sentiment, limited near-
delivery slow term optimism

Note: See G&T’s Q3 2025 TPI report for a more detailed analysis and insights into how market conditions are driving tender price inflation.



https://www.gardiner.com/marketintel/q3-2025
https://marketintel.gardiner.com/q3-2025
https://marketintel.gardiner.com/q1-2025
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TP1 Q3 2025: OVERVIEW
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2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

TENDER PRICE ANNUAL PERCENTAGE CHANGE Q3 2025

% 2025 2026 2027 2028
Regional forecasts Now Last* Now Last* Now Last* Now Last*
Greater London 2.50 2.50 2.50 2.50 2.50 2.50 2.75 2.50
South East 2.25 2.25 2.50 2.50 2.50 2.50 2.75 2.50
South West 2.25 2.25 2.50 2.50 2.50 2.75 2.50 2.75
East (Anglia) 3.00 3.00 3.00 3.00 2.75 2] 209 20D
Midlands 2.50 2.50 2.50 2.50 2.75 2.75 2.75 2.75
Wales 2.25 2.25 2.50 2.50 2.50 2.50 2.50 2.50
Yorks & Humber 1.75 1.75 2.00 2.25 2.00 2.50 2.50 2.50
No rth West 2.50 2.25 1.50 2.25 2.50 2.50 2.50 2.50
North East 128 178 2.25 2.25 2.50 2.50 2.50 2.50
Scotland 2.25 2.50 2.50 2.50 2.50 2.75 2.75 2.75
Northern Ireland 2.25 2.25 2.50 2.50 2.50 2.50 2.50 2.50
UK Weighted Average 2825, 2.25 2.50 2.50 2.50 2.50 2575 2.50 I

Our forward forecasts show annual tender price inflation (Jan-Dec)

Last* Q22025

UK AVERAGE
Tender Price Forecast (2025)

LONDON
Tender Price Forecast (2025)

The UK construction sector enters late 2025 in a finely balanced position. Materials costs have stabilised, but labour

remains a pressure point—especially for specialist trades and complex packages.

Forward pipelines are under pressure amid slower project conversion, delayed client decisions and regulatory drag,
particularly around the Building Safety Act...

Please note: G&T’s TPI forecasts take account of all sectors and project sizes as a statistical average, indicating an overall trend in pricing levels.
Individual projects may experience tender pricing above/below the published average rate, reflecting the project specific components and conditions.



KEY TAKEAWAYS




KEY TAKEAWAYS

Workloads under strain, Cautious investment Labour costs remain the Resilient demand in
pipelines thinning and fragile confidence key inflationary driver key segments

Find out more about our market intelligence and how we can help —


https://marketintel.gardiner.com/?_gl=1*2zopp2*_ga*MTExMTQ5MjYyNi4xNjU2NTA0NzQ1*_ga_FHT9G7JKXX*MTc0MTAyODMwNC4xMDgyLjAuMTc0MTAyODMwNC42MC4wLjA.*_ga_L258FY2N72*MTc0MTAyODMwNC43MTAuMC4xNzQxMDI4MzA0LjAuMC4w*_ga_Y80776HSQ7*MTc0MTAyODMwNC42NDkuMC4xNzQxMDI4MzA0LjAuMC4w*_ga_PCVJ7Q8FWQ*MTc0MTAyODMwNC4yNjQuMC4xNzQxMDI4MzA0LjAuMC4w
https://marketintel.gardiner.com/?_gl=1*2zopp2*_ga*MTExMTQ5MjYyNi4xNjU2NTA0NzQ1*_ga_FHT9G7JKXX*MTc0MTAyODMwNC4xMDgyLjAuMTc0MTAyODMwNC42MC4wLjA.*_ga_L258FY2N72*MTc0MTAyODMwNC43MTAuMC4xNzQxMDI4MzA0LjAuMC4w*_ga_Y80776HSQ7*MTc0MTAyODMwNC42NDkuMC4xNzQxMDI4MzA0LjAuMC4w*_ga_PCVJ7Q8FWQ*MTc0MTAyODMwNC4yNjQuMC4xNzQxMDI4MzA0LjAuMC4w
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