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Foreword

Dear ERA member and reader,

The ERA is releasing its 2017 Market Report. As always, we have strived to develop the reference source and to
provide the most comprehensive data available on the European equipment rental industry.

The 2017 edition includes country-specific data for 15 European countries with the recent addition of Austria,
Switzerland and the Czech Republic. It contains detailed market information for 2014-19 and key indicators,
including rental turnover, fleet value and investments.

The headline finding from this year's report is that the equipment rental market has seen growth in all the
countries under investigation despite many economic challenges: elections in the United States, France, Ger-
many and the Netherlands and, most of all, the Brexit (the United Kingdom'’s decision to leave the European
Union).

In 2016, equipment rental without operators in the EU-28 and EFTA countries amounted to a total turnover of
EUR24.5 billion.

For the 15 countries equipment rental industry in 2016 saw year-on-year (y/y) growth of 2.9% from 2015. An
estimate for 2017 shows an increase of 3.1% from 2016 and a forecast for 2018 shows an increase of 2.5% from
2017, both at a constant exchange rate.

The climate of confidence is definitively different from the previous years, with a more positive feeling in most
of Europe. Many rental companies have developed their investment programmes, enhancing their service of-

fers and transforming the industry from renting equipment to becoming a service provider.

In wishing you an interesting read, | would like to thank the ERA statistics committee members for their
dedication and participation in this project.

Michel Petitjean - ERA Secretary General
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INTRODUCTION

1.1 THE EUROPEAN RENTAL ASSOCIATION (ERA)

The European Rental Association was created in 2006
to represent national rental associations and equip-
ment rental companies in Europe. Today, the member-
ship includes more than 5,000 rental companies, either
directly or through 14 national rental associations.

The ERA is active through its committees in the fields of
promotion, safety and sustainability, statistics, techni-
cal, and its working group called Future Group.

The next ERA convention is scheduled to take place in
Vienna, Austria, on 23-24 May 2018.

Extensive information on the ERA's activities, reports
and publications is available on the ERA website at
http://www.erarental.org

1.3 PURPOSE OF THE STUDY

ERA and IHS Markit have together strived to develop
the reference source for intelligence concerning the
European equipment rental market.

Building a solid data foundation concerning the rental
market is a long-term process; this report is a further
step towards the goal of establishing comprehensive
market intelligence allowing the development of mar-
ket trends and international comparisons based on a
common methodology.

The methodology and the contents of the report are
evolving over time. For 2017, there are some changes to
the statistical basis for the calculation of the size and
trend of the equipment rental market (without opera-
tor) in Europe, which are explained in the methodologi-
cal overview.

1.2 IHS MARKIT

IHS Markit (Nasdaq: INFO) is a world leader in critical
information, analytics, and solutions for the major in-
dustries and markets that drive economies worldwide.
The company delivers next-generation information, an-
alytics, and solutions to customers in business, finance,
and government, improving their operational efficiency
and providing deep insights that lead to well-informed,
confident decisions.

IHS Markit has more than 50,000 key business and gov-
ernment customers, including 85% of the Fortune Glob-
al soo and the world's leading financial institutions.

Headquartered in London, IHS Markit is committed to
sustainable, profitable growth.




EXECUTIVE .

SUMMARY

Theresults for the European rental marketin this report
refer to renting of equipment without operator. The fig-
ures are based on official statistics, mainly on NACE rev.
2 code 77.32: "Renting and leasing of construction and
civil engineering machinery and equipment without
operator”.

Detailed market size actual (2014-15) and estimates
(2016-17) are presented for 15 European countries in the
local currency. In addition, for each of the 15 countries
under investigation, forecasts of rental turnover are
provided for 2018 and 2019. We also include an estimate,
in euros, of the size of the total equipment rental mar-
ket in the European Union (EU-28) and the European
Free Trade Association (EFTA) member countries for
2016.

European growth for 2016 is calculated at constant
exchange rates and is based upon revised estimates
for previous years, taking advantage of more recent
statistical data. Sometimes, these revisions may go
back g or 5 years for some countries.

As a result, note that it is not possible to calculate
the 2016 growth rates by comparing the European
totals from this year’s report with those from the
previous report.

The key results of the study can be summarised as:

«In the EU-28 and EFTA countries, equipment rental
companies and other companies providing rental
services generated a total rental turnover of more
than EUR24.5 billion in 2016.

 In terms of market size, in 2016, the three main mar-
kets are still the United Kingdom, Germany and
France. These three countries accounted for 60%
of EU-28 and EFTA countries’ total rental turnover.

«In Europe, the equipment rental market has seen
growth in all the countries under investigation de-
spite many economic challenges: elections in the
United States, France, Germany and the Nether-
lands, and most of all, the Brexit (the United King-
dom'’s decision to leave the European Union).

e For the 15 countries equipment rental industry in 2016
saw year-on-year (y/y) growth of 2.9% from 2015.
An estimate for 2017 shows an increase of 3.1% from
2016 and a forecast for 2018 shows an increase of
2.5% from 2017, both at a constant exchange rate.

Regarding the rental penetration:

- Average construction industry penetration in
the 15 countries in the report in 2016 was 1.6%, signifi-
cantly above the remaining EU-28 and EFTA countries'
average penetration of 0.7%;

- Average GDP penetration in the 15 countries in
2016 was 1.7%e., significantly above the remaining EU-28
and EFTA countries' average penetration of 0.6%e..

«In 2016, the rental industry of the 15 countries under
investigation increased investment in rental equip-
ment by 1.7% in the yoy growth.




METHODOLOGICAL
OVERVIEW

3.1 Equipment rental market analysis

Rental indicators
For each country, the following indicators are provided in the country sections of the report:

Indicators Time period con?;::;t)sl;igi:ass
Market size
SReerr:/tiilet;;rnover (rental companies and other companies providing rental 2014-19 Yes (2014)
Investments in rental equipment 201417 -
Value of rental fleet (at original cost) 201417 -
Number of rental companies (without operators) 2014 Yes (2014)
Persons employed 2014 Yes (2014)
Penetration rate
GDP penetration 201417 -
Construction industry penetration 201417 -
Country population penetration 2014-17 -

Actual data, estimates, and forecasts
Three different concepts have been applied, depending on the availability of data. Throughout
the report, a colour code has been assigned for each concept to facilitate the understanding of
the underlying data basis for each year:

Years Concepts Colour code

2014-15 Actual data, based on official statistics Dark blue

2016-17 Estimates, based on interviews and field research Lighter blue

2018-19




Actual data

For 2014-15, a common approach to calculate market
size and distribution across company size classes was
applied relying to a large degree on official statistics.

Estimates

Estimations of growth ratesin 2016 and 2017 for rental
turnover, investments in rental equipment, and value
of the rental fleet depend upon a thorough analysis of
public data available, companies providing financial
estimation in the Amadeus database, and data from
field research and expert interviews.

Forecast

A common forecast approach was applied for the
rental turnover outlook for 2018 and 2019. Based on
the estimation of rental demand elasticity with re-
spect to construction output per segment (residen-
tial, structure, infrastructure), GDP, and industrial
production, the IHS Markit forecasts for these drivers
have been applied to predict the development of rent-
al volumes. These forecasts have then been corrected
for national rental rates trends in order to come up
with a nominal forecast on the development of rental
revenues per country.

The weights of the respective drivers vary between
countries. The assignment of the weights of GDP
and industrial production in the forecast equation
is based on information and estimates on the share
of rental revenue demand from sectors other than
construction. The weights given to the respective
construction sub-segments are the shares of these
segments in total construction activity.

Data revision



3.2 Data sources

European statistics

With the introduction of the revised NACE classification
rev. 2 in European statistics for data beginning in 2008,
the statistical basis of future market reports has been
established. The indicators presented in this report
cover the activity of rental companies mainly classified
as providing “Renting and leasing of construction and
civil engineering machinery and equipment without
operator” (code 77.32 according to NACE rev. 2).

One of the key indicators is the concept of rental turn-
over that includes rental-related revenues, merchan-
dise, and sales of used equipment when it applies.

Amadeus Database

In addition to official statistics and market monitoring,
an effort has been made to use information from the
comprehensive European company database Amadeus.
It was used by IHS Markit:

* To ensure that the largest rental actors in Europe
are included in the analysis, even if they have been
classified into other NACE codes. The availability of
Amadeus enabled us in particular to include large
rental companies classified in NACE code 77.39 and
77.29 in some countries. The figures from these
companies on turnover, employee, investment,
etc. have been added to the official figures on NACE
code 77.32.

e To increase the reliability of the market size esti-
mates to 2016 by using the available data on the
number of rental companies, revenue, employees,
and tangible assets.

*  To provide a more thorough analysis of companies
providing rental solutions (without operator) as a
secondary business.

IHS Markit Global Construction Outlook

The measurement of construction output thatisusedin
the Global Construction Outlook — IHS Markit product
— is the gross output (GO) or sales for the construction

industry as reported in the UN national accounts data.
It is essentially equivalent to “Total construction put
in place” (PIP) that measures the construction activity
that took place in a period. PIP is the best measure of
construction activity but it is not widely reported.

GO is significantly higher than the gross value added
(GVA) measure that is sometimes used when sizing
construction output. The difference between the two
is that GVA essentially consists of compensation of em-
ployees plus profits. It excludes the value of intermedi-
ate inputs for materials and other expenses including
services from other sectors, e.g., the cost of renting
equipment without operator. GO incudes the GVA plus
the value of the intermediate inputs.

Looking at GO in all of a country’s industries would in-
clude double-counting and thus overstating the size of
the country’s economy. But when comparing the size of
construction markets across countries, the value of the
intermediate inputs very much affects the comparative
sizes. The GO measure has been selected as it offers the
best set of comparable data between countries.

Forecasts of construction activity to 2019 are taken
from the IHS Markit Global Construction Outlook.

ERA/IHS Markit expert interviews

The analyses presented utilise data from a variety of
sources. Of particularimportance were the key insights
obtained from 20 extended interviews with senior in-
dustry experts from various countries. We would like to
take the opportunity to thank these experts, as well as
the members of the ERA Statistics Committee, for the
time and effort they have spent in supporting us in the
production of this report.



EUROPEAN
OVERVIEW

4.1 Scope of the study

The results for the European rental market in this re-
port refer to renting of equipment without operator.
The figures are based on official statistics for NACE rev.
2 code 77.32: "Renting and leasing of construction and
civil engineering machinery and equipment without
operator.”

Detailed market size actual (2014-15) and estimates
(2016-17) are presented for 15 European countries in the
local currency. In addition, for each of the 15 countries
under investigation, forecasts of rental turnover are
provided for 2018 and 2019. We also include an estimate,
in euros, of the size of the total equipment rental mar-
ket in the EU-28 and EFTA countries for 2016.
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4.2 Market Size

In the EU-28 and EFTA countries, equipment rental com-
panies and other companies providing rental services
generated a total rental turnover of more than EUR24.5
billion in 2016, at 2016 exchange rates.

In terms of market size, in 2016, the three main mar-
kets are still the United Kingdom, Germany and France.
These three countries accounted for 60% of EU-28 and
EFTA countries’ total rental turnover.

Compared with the 2016 report, rental turnover for
2017 has substantially changed for Austria, Poland and
France. In 2016, the 2015 figures were based on the fore-
cast drivers only; whereas in 2017, Eurostat data until
2015 have been taken into account.

* Austria depicts a massive change in the variance of
above 10%. The reason is that last year the market
size decreased between 2013 and 2014, whereas
this year’s 2014 figure would suggest an increase
compared with 2013. This revision is based on offi-
cial statistics — both Eurostat and national sources
show this development.

»  Official statistics in France have been revised. The
growth between 2013 and 2014 has been substan-
tially lifted.

e For Poland, official statistics have been corrected

downwards. In particular, growth for 2014 has been
reduced by a two-digit figure.

Based on 2014 statistics, and for the 15 countries cov-
ered under the study, the structure of the European
equipment rental industry (without operators) is as
follows:

e Number of rental companies (without operators):
16,650

*  Number of employed persons in rental companies
(without operators): 128,000

Total turnover 2016 [million Eura]
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4.3 Forecast

The nominal forecasts of rental revenue develop-
ment presented in the graph above are driven by a
combination of rental volume demand and rental

rates.

ERA / iHS

In the 15 countries under investigation, equipment rental
industry in 2016 saw y/y growth of 2.9% from 2015. An es-
timate for 2017 shows an increase of 3.1% and a forecast

for 2018 shows an increase of 2.5%, both at a constant ex-

change rate.

In Europe, the equipment rental market has seen
growth in all the countries under investigation de-
spite many economic challenges: elections in the
United States, France, Germany and in the Nether-
lands, but most of all, the Brexit (the United King-
dom’s decision to leave the European Union).
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ERA MARKET REPORT

4.4 Penetration Rates

Like 2016, because of the improved data on the size of
national construction markets underpinning our mar-
ket estimates, as well as corrections to the rental mar-
ket volumes for some countries, construction industry
penetration and country population penetration have
changed: these changes in annual penetration do not
affect the trend development of penetration rates over
time.

Construction industry penetration:

Average construction industry penetration in the
15 countries in the report in 2016 was 1.6%, signifi-
cantly above the remaining EU-28 and EFTA coun-
tries' average penetration of 0.7%.

Construction industry penetration is still the high-
est in Sweden, which has a penetration rate of
3.9%, followed by the United Kingdom (2.7%).

GDP penetration:

Average GDP penetration in the 15 countries in 2015

was 1.7%., significantly above the remaining EU-28
and EFTA countries' average penetration of 0.6%..

Again, GDP penetration is still the highest in Swe-
den (3.3%.) and in the United Kingdom (3.1%.).
These countries can be regarded as being the most
advanced rental markets in Europe.

Looking at the two concepts of construction industry
penetration and GDP penetration, and at the differenc-
es of penetration intensity between countries, suggests
that there is still room for the European rental market
to grow ahead of the economy.

Penetration rates 2016
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4.5 Investments
and Rental
Fleet Size

e In 2016, the rental industry of the 15 countries
under investigation increased investment in
rental equipment by 1.7% compared with 2015.

« The European construction equipment sector
is at its highest level in five years, according to
the annual economic report from the Committee
for European Construction Equipment, although
it pointed out that the market was still consider-
ably below the record levels experienced before
the economic crisis.
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4.6 Competitive
Environment

In some of the European countries, the rental
market still cannot be considered as mature yet,
many small independent businesses or small
family-owned businesses renting their equip-
ment without consideration of the "cost of doing
business”, without a proper evaluation of all the
costs that go into a rental price. However, the
trend is clearly towards a better education.

The M&A activity, quite intense all across Europe
during this last year has played a role there, stan-
dardising the methods rental companies use to
calculate performance measures (definition of a
day, original equipment cost (OEC), calculation of
time utilisation of equipment, or financial utilisa-
tion). Many players see their biggest challenge
as transforming the industry from just renting
equipment to becoming a service provider. These
players have enhanced their service offers by pro-
viding a large range of services, including provid-
ing planning, analysis, and execution, as well as
safety solutions.

Industry experts expect Building Information
Modelling (BIM) and similar technological tools
to expand in use going forward. One of the key
mottoes for the rental industry is to be part of
this change, to drive this change, especially in
countries such as the Nordic ones.

In almost all of the European countries, rental
players have developed their investment pro-
grammes to facilitate organisation and make
process change more agile. These include the
development of rental services applications to al-
low construction machines to be rented directly
via a smartphone or tablet computer with the
objective of being closer to their customers.
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Austria (AU)

Regarding the size of the market, it
is important to note that the Aus-
trian rental turnover depicts a mas-
sive change in the variance of above
10% compared with the 2016 report.
The reason is that last year the mar-
ket size decreased between 2013
and 2014, whereas this year’'s 2014
figure would suggest an increase
compared with 2013. This revision
is based on official statistics — both
Eurostat and national sources show
this development.

With a share of rental revenue stem-
ming from demand in the construc-
tion sector estimated to average
70%, the rental industry remains
strongly linked to the construction
sector and will benefit from the
good health of the construction

industry.

The Austrian construction industry,
in effect, appears to have overcome
its crisis and recovered in late 2015.
The favourable trend continued this
year. During the first quarter of
the year, the sector also benefited
from the mild weather. Residential
construction showed a good perfor-
mance in the first half of 2016, and
a continued expansion is expected
owing to support through public
measures in the upcoming years.
Inthe near future, anincrease of the
construction sector is projected to
take place owing to the anticipated
recovery in regional and global eco-
nomic conditions, an expected rise
in government investment, as well
as an improvement of both con-
sumer and investor confidence.

Austria (AT), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate
Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

In terms of market organisation,
the Austrian equipment rental mar-
ket is characterised by the high level
of fragmentation of the market,
with more than 80% of the rental in-
dustry turnover generated by firms
with fewer than 5o employees,
mainly small independent compa-
nies. However, this does not imply
low investments or immaturity of
the rental industry, as the market is
also characterised by the cohabita-
tion between international compa-
nies operating in Austria and na-
tional rental players having a strong
and very local customer base. The
consequence of this, conversely, is
an intense competition.

Another market specific of the
Austrian market is probably, as in
Germany, the important role played

Estimates

2016 2017
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by distributors, putting a high pres-
sure on fleet investment with their
rent-to-sell rather than rent-to-
rent business model. This is putting
pressure on investments with cus-
tomers pushing for new equipment
and new technologies; therefore,
pushing rental companies to keep

investment levels relatively high
compared with the rest of Europe.
Regarding the structure of the mar-
ket, it has not evolved much in the
last year; however, the tension is
real and a concentration is expected
in the future

a. Review of key indicators
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Rental fleet size
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It is estimated that the average fleet age is 4 to 5 years.

Investment in rental equipment of rental companies (without operator)
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COUNTRY
OVERVIEW

Tumoverof rental companies in 2014

Persons employed by rental companiesin 2014
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b. Construction context
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Belgium (BE)

With a share of rental revenue
stemming from demand in the
construction sector estimated to
average 65%, the Belgium market
is fairly balanced; however, it is
useful to note that this share dif-
fers between the Wallonia and
Flanders regions. In effect, the
Belgian market is characterised
by the regional split between
Wallonia, where generalist rental
companies mostly focus on the
construction sector, and Flanders,
where specialised companies are
much more oriented towards the
non-construction sector.

In 2016, the Belgian construction
sector continued its slow rebound
after bottoming out in 2013. The

recovery is supported by increas-
ing work volumes, triggered by
low interest rates, tighter envi-
ronmental requlations, and insuf-
ficient infrastructure investments
in the past. As a result of the
municipal elections in 2018, an in-
crease in infrastructure projects is
expected. However, owing to bud-
get constraints, this surge in pub-
lic works will be less pronounced
than in the past.

A full-scale rebound of the Belgian
construction sector is troubled
by the still difficult economic
climate, with rather low annual
GDP growth rates, government
budget constraints, and the fact
that banks remain restrictive in

Belgium (BE), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

Number of rental companies (without operator)

Investments in rental equipment [million EUR]

- Other companies providing rental services (only rental)

Number of employed persons by rental companies (without operator)

Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate

Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

providing loans to construction
businesses.

In addition to a regional split, the
Belgian equipment rental market
is also characterised by the high
level of fragmentation of the mar-
ket, with more than 75% of the
rental industry turnover generat-
ed by firms with fewer than 5o em-
ployees, mainly small independent
companies. This directly impacts
the rental activity. Rental custom-
ers are maintaining pressure on
the negotiations, pushing rental
companies to look then for pro-
ductivity gains (new technologies,
process, or organisations, etc.).

Once again, the growth of the
rental turnover needs to be attrib-

Estimates

2016 2017




ERA MARKET REPORT

uted to growth in rental volumes
mostly. With continued pressure
on price, investment is focused on
equipment with high utilisation
or on replacement of a relatively
old fleet that is increasing mainte-
nance costs and failure risks.

The structure concerning the Bel-
gian market has not evolved in

recent years, with the exception of
the entry of a few international rental
companies by organic growth or by
acquisition. However, this seems to
be too marginal to talk about as a real
trend.

a. Review of key indicators
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Rental fleet size
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Itis estimated that the average fleet age has stabilised to 6 years

Investmentin rental equipment of rental companies (without operator)
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Tumaverof rental companies in 2014

COUNTRY
OVERVIEW

Persons employed by rental companiasin 2014
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b. Construction context

Real construction market
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The Czech
Republic (CZ)

It is important to note that the
Czech rental market is atypical at
many levels. It is characterised by
the cohabitation between inter-
national companies and national
rental players having a strong and
very local customer base, but also
by the important role of the dis-
tributors having a rental activity.
Itis also different from most of the
other European markets owing to
contractors having an in-house
rental department or even a pure
rental department.

With rental demand still estimat-
ed to be streamed at 75% from the

construction sector, the rental in-
dustry remains strongly linked to
the construction sector. The con-
struction sector's output has in-
creased over 2016. Compared with
last year's construction forecast,
the outlook for infrastructure
construction has been increased
substantially.

This situation - along with the
high level of fragmentation of the
market: an important portion of
the rental industry turnover gen-
erated by firms with fewer than
5o employees, mainly small inde-
pendent companies (Eurostat not

The Czech Republic (CZ), CZK

Actual

2014 2015

Market size

Total turnover [million CZK]

- Rental companies (without operator)

publishing any data on companies
and it is impossible to provide ro-
bust information on the company
split) — is driving continued strong
pressure on the market. In addi-
tion, the lowest-bidder culture in
the country is increasing the pres-
sure.

The consequence for the rental in-
dustry is that even with a dynamic
market, prices remain low, and
volume is the only real driver for
growth. Investments are increas-
ing slowly and we can expect some
issues in the near future with a
fleet that is too old, even if we can

Estimates

2016 2017

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million CZK]
Value of rental fleet at all companies [million CZK] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion CZK]

GDP penetration rate

Total construction output [billion CZK]
Construction industry penetration rate
Country population [million]

Country population penetration rate [CZK per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit
Note: The forecast methodology has been adapted to the fact that Eurostat provides information for the Czech Republic at a higher sectorial level.
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note some growing investment
for rental companies in the access
segment, in particular.

With relatively good economic
perspectives, we could start to see
a slow consolidation process, but
no major changes have been made

to date. However, rental compa-
nies are expecting an increase of
the rental penetration still at a
very low level.

Although the slow payment by
rental customers continues to be
a real concern.

a. Review of key indicators
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Rental fleet size
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In 2016, fleet size reached EUR334 million (at original cost).
It is estimated that the average fleet age is 7 to 8 years.

Investmentin rental equipment of rental companies (without operator)

2.000
1.800
1600

1.400

Rental equipment imestment [million CZK)

BOO A
BOO -
a0 -
200 4
1.500 1.486 1484
2014 2015 2016 2017
B mwvestments in Rental Equipment (Mio. CZK) Invesiment Growlh Rale (%)
Soirca: IHS Markit AT IHS Markit

In 2016, investments reached EURs55 million.
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COUNTRY
OVERVIEW

There is no data available concerning company size
classes for the Czech Republic.

THE CZECH REPUBLIC

b. Construction context

In 2016, total construction output reached EUR27.2 billion.

Real construction market
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Denmark (DK)

With rental demand still estimat-
ed to be streamed at 70% from the
construction sector, the rental in-
dustry remains strongly linked to
the construction sector, but also
benefits from the development of
the overall economy.

The Danish construction market
has seen its activities going up.
Compared with last year’'s fore-
cast, residential construction has
been increased substantially by
2 percentage points to a growth
rate of about 4.5%. However,
growth in industrial and infra-
structure construction has been
reduced substantially.

In terms of market organisation,
the Danish equipment rental mar-

ket is characterised by a strong
fragmentation of the market
with 80% of the rental industry
turnover generated by firms with
fewer than so employees, mainly
small independent companies.

This does not imply low invest-
ments or immaturity of the rental
industry, as the market is also
characterised by the cohabitation
between international companies
operating in Denmark and nation-
al rental players having a strong
and very local customer base. The
consequence of this, conversely, is
an intense competition.

The growth in rental revenue is
driven by a growth in volume with
time utilisation going up for most

Denmark (DK), DKK

Actual

2014 2015

Market size

Total turnover [million DKK]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million DKK]
Value of rental fleet at all companies [million DKK] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion DKK]

GDP penetration rate

Total construction output [billion DKK]
Construction industry penetration rate
Country population [million]

Country population penetration rate [DKK per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

of the players driven by the high
competition between the numer-
ous players. These companies are
capturing a share of this growth,
but with the market getting more
professional and mature; the level
of investment required will prob-
ably drive a slow consolidation.

The recent mergers and acquisi-
tions (M&A) activity in the country
seems to indicate this.

Here, it is also interesting to note
that Danish larger construction
companies invest in new technolo-
gies and BIM infrastructure and
that rental companies are plan-
ning to follow this evolution of the
market.

Estimates

2016 2017
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COUNTRY
OVERVIEW

a. Review of key indicators
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In 2016, total turnover reached EUR495 million.
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Rental fleet size
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Fleet size reached EUR956 million in 2016 (at original cost).

The average lifespan of rental equipment is between 5 and 6 years

Investmentin rental equipment of rental companies (without operator)
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In 2016, investments reached EUR128 million.
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014

L
149 ernpl 1% B340 ampl
B50-248 ampi W50-249 ol
=250 empl. > 250 pmpl
S THE Mas & 2T IHS Mk Souron: [HE Markd & 2017 IHE Markil

COUNTRY
OVERVIEW

HNumber of rental companies by employees size group in 2014
DENMARK

*250empl | 1

50248 gmpl l 7

-

Source 1HS sk © 3017F IHS Markil

b. Construction context

Real construction market
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In 2016, total construction output reached EUR28.9 billion.
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Finland (FI)

In a market where the share of
rental demand from the construc-
tion sector estimated at 70%, com-
pared with last year’'s forecast,
the growth rates for construc-
tion have been heavily increased:
residential construction is now
3% (an increase by 1.15 percentage
points), industrial construction is
now 5.64% (an increase by 3.21 per-
centage points), and infrastruc-
ture construction is now 5.96%
(an increase by 2.08 percentage
points).

After years of subdued develop-
ment, the Finnish construction
sector gained traction in 2016.
Especially the new building con-
struction has dragged the overall
development during the recent

years while renovation construc-
tion has grown steadily. The
market outlook has improved
from the previous years and the
construction sector is forecast to
grow by some percentage points
in 2016. Urbanisation has meant
the construction market activity
is increasingly focused on Finnish
growth cities.

Concerning the Finnish equipment
market organisation, it is charac-
terised by a high degree of concen-
tration with the two large rental
players, each with more than 250
employees, accounting for more
than 50% of the total revenue
of the rental industry. Together
with a few rental companies with
between 5o and 250 employees,

Finland (FI), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate
Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

these large- and medium-sized
companies generate more than
75% of total industry revenue.

The Finnish equipment market
is also characterised by two ad-
ditional features: an activity
concentrated upon the Helsinki
region - even if this has to be now
re-evaluated by the comment be-
low - and an activity concentrated
upon the summer season with the
highest seasonality of the Nordic
countries.

Rental revenue growth has re-
turned and is driven by volumes,
even increasing with the seasonal-
ity of the business.

Regarding the market structure, it

Estimates

2016 2017
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has been stable for years, but 2016  new entrants, investments are go-
has seen the signs of new entrants  ing up and are expected to follow
as well as increasing tension with  this path during 2017.

the development of in-house

rental departments within some

major construction companies.

This should put the market under

an increased pressure.

Along with the confidence and

a. Review of key indicators
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Rental fleet size
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Rental companies continue at best to maintain an average fleet age of 6 years.

Investment in rental equipment of rental companies (without operator)
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COUNTRY
OVERVIEW

Tumoverof rental companies in 2014 Persans employed by rental companiasin 2014
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b. Construction context

Real construction market
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France (FR)

Compared with the 2016 report,
rental turnover has substantially
increased for France. Official sta-
tistics in France have been revised.
The growth between 2013 and 2014
has been substantially lifted.

The rental industry is clearly pick-
ing up in 2017. A clear sign of the
good health of the industry is the
new tension on people, in particu-
lar regarding technicians. A sign
of the good trend of the rental in-
dustry is the tendency for distribu-
tors to open or to invest in rental
activities.

The construction sector share in
rental demand in France is now es-
timated at 65% (formerly 70%), . As
with other European markets, the

non-construction share is grow-
ing and rental players are starting
to change their investments to
modify their client mix.

The rebound of the French con-
struction sector has finally gained
momentum. In 2016, French con-
struction activity grew after years
of decline. The recovery was main-
ly driven by neww residential con-
struction activity, which increased
substantially in 2016. In 2017,
construction activity is forecast
to increase again, driven by higher
residential and commercial con-
struction output. The ongoing re-
covery is helped by tax exemptions
for real estate investors, financial
support for first-time buyers, and
persistently low interest rates.

France (FR), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]

Value of rental fleet at all companies [million EUR] (without operator)

3,742
3,545

3,770
3,572

- Other companies providing rental services (only rental) 197 198

1,001 1,058

16,800 15,275
(7X] 655

5,165 5,223

Ratio: Investments in rental equipment/value of the rental fleet 12% 13%

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate

Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

However, it is useful to note that
the French market is character-
ised by its strong regional dispar-
ity concerning the construction
sector, which directly affects the
equipment rental activity. The
disparity remains even with the
recovery.

Along with the confidence, invest-
ments are increasing in the same
time to renew equipment as well
as to modify product mix to ad-
dress new end markets (invest-
ments in equipment, but also in
dedicated marketing and people
resources). Rental companies have
played an important role in stron-
ger growth in equipment sales in
2016. The fiscal environment was
also very favourable in 2016. The

Estimates

2016 2017
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stimulus provided by tax incen-
tives to encourage investment
playing a significant role, particu-
larly during the first part of the
year (investments related to “Loi
Macron”).

Concerning the market organisa-
tion, the French market is char-
acterised by a market relatively

concentrated with the two main
players accounting for an impor-
tant share of the market. Howev-
er, a large gap now exists between
the top-two companies and the
others, and market consolidation
has continued to be observed.

a. Review of key indicators
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Rental fleet size
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Overall, the age of the fleet is estimated to be 6 years.

Investmentin rental equipment of rental companies (without operator)

BOO 4

Rental equipment investment (millicn EUR)

A0
300
200
100 4
2014 2015 2018 2017
B nvesiments in Rental Equipment (Mo, €) Investment Growih Rabe (%)
Source: IHS Marki B 2T IHS Markit

- WWW.ERARENTAL.ORG -



ERA MARKET REPORT

COUNTRY
OVERVIEW

Tumaverof rental companies in 2014

Persons employed by rental companiasin 2014
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b. Construction context

Real construction market
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Germany (DE)

In 2016, the German construction
sector continued its solid per-
formance. The outlook for 2017
remains positive, mainly driven by
another surge in residential con-
struction. Residential construc-
tion is expected to increase again,
driven by a high employment rate,
low interest rates, and the need to
provide new housing for the large
number of refugee seekers. Public
spending for infrastructure has
been increased significantly and is
expected to maintain that higher
level for the near future.

With the construction sector's
share in rental demand in Germa-
ny estimated at 70%, making con-
struction-sector growth essential
for the well-being of the rental

industry; the rental industry is still
getting traction. However, despite
continued growth during the last
10 years and the benign outlook,
the level of building activity seen
in the 1990s has not been reached
again. Industrial production has
been lifted by more than 1 per-
centage point compared with last
year’s report.

With the fierce competition be-
tween local companies and na-
tional rental players — one of the
main characteristics of the Ger-
man equipment rental market - it
is important to note that most of
this growth is driven by a growth
in volume rather than a growth in
price.

In effect, rental companies have

Germany (DE), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

3,799
3,025

3,951
3,145

- Other companies providing rental services (only rental) 774 805

4,425 4,118

18,754 19,846
927 979
6,095

16%

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate

Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

significantly increased the operat-
ing hours of their machine fleets,
and this has even stimulated
demand for replacement of ma-
chines. Here, the high-intensity
competitionis driving investments
up, creating a market where rental
companies have to keep a high
level of investments in equipment
and innovations to stay appeal-
ing to clients, but there is also the
impact of another specific of the
market, which is the high rental
market participation by distribu-
tors, also maintaining a high level
of investments.

Regarding the market organisa-
tion, it is important to note that
the German market structure has
been evolving recently with M&A

Estimates

2016 2017




ERA MARKET REPORT

COUNTRY
OVERVIEW

activities driving a concentration
of the industry. This trend is likely
to continue with (relatively easy)
access to cash and a number of
unclear succession issues in fam-
ily-owned businesses resulting
in a number of opportunities. In
particular, in the access segment,
many acquisitions have been
made.

a. Review of key indicators
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Rental fleet size
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The average age of the German rental fleet remains among the lowest in Europe, estimated to
average 3.5 years.

Investmentin rental equipment of rental companies (without operator)
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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Italy (IT)

After years of contraction or
sluggish growth, rental turnover
in Italy has started to recover,
driven in particular by companies
in northern Italy. With the share
of rental demand from the con-
struction sector estimated at 70%;
therefore, there is a high depen-
dence upon the construction sec-
tor and a high correlation with the
construction sector's health.

The improved economic indicators
in the wider economy at the end
of 2015 as well as an anticipated
increase in public investments in
infrastructure were expected to
enhance the recovery of the Ital-
ian construction sector. However,
the expected recovery has not yet
been realised.

However, compared with Ilast
year, the forecast growth of con-
struction investments in 2017 has
been revised by more than 1 per-
centage point for residential and
infrastructure construction, and
also for industrial production. The
construction sector shows a few
minor signs of improvement, with
areduction in the number of bank-
ruptcies. Still, it continues to be
the sector with one of the highest
bankruptcy rates in the economy.

Here, it is useful to note that the
Italian market is characterised by
its strong regional disparity con-
cerning the construction sector,
which directly affects the equip-
ment rental activity, and by its
high level of fragmentation, with

Italy (IT), EUR

Actual

2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

1,361
712

- Other companies providing rental services (only rental) 650

1,550

7,853

176

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate

Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

no rental companies with more
than 250 employees.

This year rental companies are in-
vesting again; however, it will take
some time to completely recover
from the crisis and reduce the av-
erage age (and costs) of the fleet.

With this better economic envi-
ronment, we could be expecting in
the near future a slow consolida-
tion process (medium-sized com-
panies taking over small players),
but even if the trend seems to be
there, no major change has been
made. The recent entry of interna-
tional players in the market could
be the first sign of this.

Final point to note, the financial

Estimates

2016 2017

1,392 1,433
728 749
664 684

n.a. n.a.

n.a. n.a.
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health of contractor companies is
still a cause for concern. The ques-
tion of the extension of payment
terms has once again in 2017 put a
very high pressure on business re-
covery. In addition, the "competi-
tion" between professional rental
and unorganised rental has also
been mentioned.

a. Review of key indicators
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Rental fleet size
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The average age of the Italian rental fleet is about 7 years

Investmentin rental equipment of rental companies (without operator)
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Tumoverof rental companies in 2014
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b. Construction context

Real construction market
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Netherlands

(NL)

The construction sector showed a
steady growth in 2016, compared
with 2017. Similar to 2016, growth
is mainly driven by the recovered
residential sector. Growth of
investments in the commercial
and infrastructure markets lags
behind owing to decreased public
expenditure.

Dutch rental demand stems from
construction, which is still esti-
mated to represent 70% of the
rental market; therefore, benefit-
ing from the good health of the
construction sector. However, ef-
forts are being made by the rental
industry to decrease this depen-
dency, and we can anticipate the

share of non-construction demand
growing in the near future.

Two points need to be stressed
concerning the market structure.

- First, the Dutch market is also
relatively concentrated with com-
panies of less than so employees
accounting for less than 35% of the
total market.

- Second, the Dutch equipment
rental market is characterised by
a market that became more inter-
nationally oriented over the past
years with large- and medium-
sized companies going outside
their borders to find growth op-

Netherlands (NL), EUR

Actual
2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate

Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

portunities rather than face lower
demand and relative over-capacity
in the Netherlands.

These two aspects create a fairly
competitive market.

Rental players have invested in
responding to customer demand
and targeting non-construction
segments. New investments have
also been driven by an assessment
of the cost and effectiveness of a
fleet considered as too old.

Regarding the structure of the
Dutch market, a slow concentra-
tion is on the move, even if there
are no major movements on the
ME&A side.

Estimates

2016 2017
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a. Review of key indicators
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Rental fleet size
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The average fleet age is estimated at 5 years.
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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Norway (NO)

With a share of rental demand
from the construction sector
estimated at 60%, Norway is ex-
perimenting one of the most di-
versified situations, which, in the
Norwegian case, is mainly owing
to the share of the oil business
in the total economy. As a result,
the Norwegian equipment rental
market is characterised by this
high dependency on oil, adversely
affected by the low oil price. The
West Coast, in particular, has been
strongly impacted.

The narrative here remains the
same: the mainland economy re-
mains locked into a calmer phase
after a prolonged period of above-
average growth. Nevertheless,

it will remain the main engine of
growth, guided by solid household
spending, residential investment,
and government spending.

A limited and uneven recovery in
global crude oil prices during 2017
and 2018 suggests further pres-
sure on near-term offshore invest-
ment. We anticipate petroleum
investment to fall a further 10%
in 2017 and 6% in 2018. This signi-
fies continued pressure on activity
in the manufacturing (and some
services) sectors that supply the
oil sector.

In terms of market structure,
the Norwegian equipment rental
market is characterised by its bal-

Norway (NO), NOK

Actual
2014 2015

Market Size

Total turnover [million NOK]

- Rental companies (without operator)

Number of rental companies (without operator)

Investments in rental equipment [million NOK]

- Other companies providing rental services (only rental)

Number of employed persons by rental companies (without operator)

Value of rental fleet at all companies [million NOK] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion NOK]

GDP penetration rate

Total construction output [billion NOK]
Construction industry penetration rate

Country population [million]

Country population penetration rate [NOK per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

anced organisation, with each of
the three company sizes account-
ing for an almost similar share of
the total market.

After years of low investment,
rental fleet is becoming too old,
increasing maintenance costs as
well as operational costs. It will
take some time to completely re-
cover from the crisis.

There is not much ongoing M&A
activity in the Norwegian market-
place.

It is interesting to note that like
the Danish larger construction
companies, the Norwegian con-
struction companies invest in new
technologies and BIM infrastruc-
ture.

Estimates

2016 2017

n.a.
n.a.
1,354
10,123 10,588

13% 13%
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a. Review of key indicators
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Rental fleet size
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In 2016, fleet size reached EUR1.089 billion (at original cost).
The average fleet age is estimated to be stable at 5 years.

Investmentin rental equipment of rental companies (without operator)
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In 2016, investments reached EUR142 million.
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Tumaoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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In 2016, total construction output reached EUR43.7 billion.
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Poland (PL)

Compared with the 2016 report,
rental turnover has substantially
decreased for Poland. Official sta-
tistics have been corrected down-
wards. In particular, growth for
2014 has been reduced by two-digit
figure.

The equipment rental market in
Poland is largely dependent on the
health of the construction sector,
with other customer segments
playing only a minor role. The rental
demand stemming from construc-
tion is estimated at 80%, albeit a
little lower than before (formerly
90%), but still very significant, and
the construction sector did not
evolve as expected.

The infrastructure segment de-
pends on publicfunding and govern-
ment decisions and faces the most

problematic situation. The launch
of the 2014-2020 EU perspective
and revision of the existing national
road and railway programmes have
caused temporary delays in the
major infrastructure projects. This
slowdown could lead to an end of
the upwards trend observed in the
construction sector for the past
two years.

The housing construction segment
has shown a strong growth in de-
mand, which has been rising since
2014. This trend is expected to con-
tinue in the short term. However, in
the long term, the termination of a
government support programme in
2018 and the expected heightened
restriction on mortgage loan avail-
ability may lead to a slowdown in
the housing construction segment.

Poland (PL), PLN

Actual

2014 2015

Market Size

Total turnover [million PLN]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million PLN]
Value of rental fleet at all companies [million PLN] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion PLN]

GDP penetration rate

Total construction output [billion PLN]
Construction industry penetration rate
Country population [million]

Country population penetration rate [PLN per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

In terms of market organisation, it
is worth noting that specific to the
Polish market is the high fragmen-
tation of the rental industry with
companies of less than 5o employ-
ees accounting for more than 55% of
the total market. Also specific is the
real fleet over-capacity — especially
in earth-moving equipment - in
part owing to vitality of the used
construction equipment market
coming from outside.

However, investments are slowly
getting back to a normal level
thanks to renewed confidence - in
particular, looking at the room left
for increasing the rental penetra-
tion - and an improved situation.
This will probably slowly change
the culture in a country where the
culture is still to own rather than to
rent, as well as to go to the lowest

Estimates

2016 2017
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COUNTRY
OVERVIEW

bid. No further consolidation is ex-  players —mainly renting their equip-
pected in a market stable since few  ment as well as their workforce.
years now.

The financial health of contractor

companies is still cause for concern,

as well as the opportunist rental

a. Review of key indicators
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In 2016, fleet size reached EURG70 million.
The average fleet age is estimated to be stable at 8 to 9 years.

In 2016, investments reached EUR20 million.

Investmentin rental equipmentof rental cempanies (without operator)
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Tumeverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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In 2016, total construction output reached EUR59.4 billion.
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Spain (ES)

Rental turnover in Spain has
started to recover somewhat since
2013, but probably a little below in-
dustry expectations. However, the
climate of confidence is completely
different from the previous years,
with a more positive feeling.

The construction sector represents
75% of rental demand in Spain,
a percentage that has increased
recently following the pickup of
the construction sector. With the
recovery of the overall economy,
the share streaming from non-
construction might evolve over
the time, but, so far, the rental
industry is still mainly driven by
construction.

The Spanish construction sector
continued to rebound in 2016, with
a value-added growth rate going

up, mainly owing to Spain’s eco-
nomic recovery, increased foreign
investments, and a return of busi-
ness confidence. Lower commodity
prices also had a positive impact.
However, it must be said that the
construction recovery
comes from very low level follow-
ing years of severe recession, as do-
mestic production had decreased
drastically in 2007-14.

current

In 2017, the construction growth is
expected to increase again, mainly
driven by residential and commer-
cial construction, while growth in
the public construction/civil en-
gineering segment is expected to
be subdued. However, the Spanish
construction and equipment rental
markets are still characterised by
a clear regional split, northeast

Spain (ES), EUR

Actual
2014 2015

Market size

Total turnover [million EUR]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million EUR]
Value of rental fleet at all companies [million EUR] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion EUR]

GDP penetration rate

Total construction output [billion EUR]
Construction industry penetration rate
Country population [million]

Country population penetration rate [EUR per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

and southwest, during the growth
period.

Regarding the market organisa-
tion, two characteristics of the
Spanish market are its high frag-
mentation, with more than 70%
of the rental industry turnover
generated by firms with fewer than
5o employees, mainly small inde-
pendent companies; and a fleet
over-capacity (even if rental play-
ers have continued to reorganise
their activity and to diminish their
excess fleet in the last few years).
More than the over-capacity and a
relatively low rental price culture,
one of theissues is now the fleet re-
placement - the actual one getting
older - increasing maintenance
costs and rental quality of service.

Estimates

2016 2017
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In terms of investments, the Span-
ish construction industry is con-
tinuing to make a steady recovery,
but is still showing a production
value clearly below the 2008 level.
In terms of market organisation,
with the economic environment
getting better and the acquisition
of one of the top two players, a
creeping consolidation can be ex-

pected, as well as a professionali-
sation of the whole industry.

Spanish rental companies are still
facing long payment periods, es-
pecially when working with the
country’s largest contractors, and
the whole economy is still depen-
dant on the fragility of the Spanish
banking system.

a. Review of key indicators

Turnaver (millian EUR)
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Rental companies continue, at best, to maintain a stable average fleet age of about 7 to 8 years.

Investmentin rental equipment of rental companies (without oparator)
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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Sweden (SE)

Rental demand from the construc-
tion sector is estimated at 70%,
up from 65%. The rental industry
remains strongly linked to the
construction sector and benefits
from the good health of the con-
struction industry.

The overall construction market
outlook for Sweden continues to
be positive after the recovery in
2014. Public investments in in-
frastructure and housing are the
main drivers for the growth. The
total construction output grew
strongly in 2016. Growth is expect-
ed to stabilize between 2017 and
2018, mainly owing to domestic
construction demand, especially
intheresidential construction seg-
ment — Sweden is facing a housing
shortage, primarily in the major
cities - and owing to low interest

rates and government subsidies.

Concerning the market organ-
isation, the Swedish market is
fairly concentrated with rental
companies with more than 250
employees generating almost 50%
of total industry revenue. In this
competitive market, the invest-
ment level remains quite high as it
is used to reduce the average age
of the fleet.

An additional driver in the Swedish
market is the increased demand
for modern, safe machines with
good environmental performance.
In effect, sustainability and eco-
logical considerations are still
important in the rental market as
contractors ask for eco-solutions
and focus on fuel and energy ef-
ficiency. Rental firms are now

Sweden (SE), SEK

Actual

2014 2015

Market size

Total turnover [million SEK]

- Rental companies (without operator)

Investments in rental equipment [million SEK]

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)

Value of rental fleet at all companies [million SEK] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion SEK]

GDP penetration rate

Total construction output [billion SEK]
Construction industry penetration rate

Country population [million]

Country population penetration rate [SEK per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

strongly investing in eco-friendly,
energy-saving equipment.

Driven by the action of the major
players increasing their market
shares, we can indicate a new
trend of concentration to more
M&A activities in the future.

Also interesting to point out in
one of the most mature markets
is the development of total solu-
tion covering equipment rental
and related services to construc-
tion companies. Rental companies
providing a large range of services,
including rental employees work-
ing on site, providing planning,
analysis and execution, as well as
safety solutions.

Estimates

2016 2017

14,234
14,017
217

14,775
14,550

n.a.

n.a.
2,512 2,652
20,013 21,003

13% 13%
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a. Review of key indicators
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Rental fleet size
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In 2016, fleet size reached EUR2.114 million.
The average fleet age is reducing from 6-5 to 5 years

In 2016, investments reached EUR265 million.

Investmentin rental equipment of rental companies (without operator)
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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In 2016, total construction output reached EUR38.5 billion.
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Switzerland (CH)

The Swiss market is made up from
threeregional markets based upon
language (French, German, and
Italian speaking) with most rental
players being regional rather than
national. Along with this language
specificity, the Swiss equipment
rental market is characterised by
its high level of fragmentation of
the market, very few rental com-
panies really covering the whole
country.

Another specificity of the Swiss
market, the customers’ require-
ments, considered as quite sophis-
ticated in terms of services and
quality — that might be also the
reason of theimportance of strong
local players -, and the important
role of distributors, which cer-
tainly affect the market and push

rental companies to maintain in-
vestment at a relatively high level.

Concerning the main drivers for
rental, the share of rental revenue
stemming from demand from the
construction sector is estimated
at 70%, suggesting that the rental
industry remains strongly linked
to the construction sector, and its
good health.

The 2017 forecast for total con-
struction growth has — however -
been revised downward, from 1.7%
to 0.8%, mainly due to a down-
grade of residential construction
spending growth. Residential
construction may be somewhat
restrained by inhibited mortgage
lending stemming from the so-
called countercyclical capital buf-

Switzerland (CH), CHF

Actual

2014 2015

Market size

Total turnover [million CHF]

- Rental companies (without operator)

- Other companies providing rental services (only rental)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million CHF]
Value of rental fleet at all companies [million CHF] (without operator)

Ratio: Investments in rental equipment/value of the rental fleet

Penetration rates

GDP [billion CHF]

GDP penetration rate

Total construction output [billion CHF]
Construction industry penetration rate

Country population [million]

Country population penetration rate [CHF per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

fer banks are required to keep.

The Swiss rental market did not
evolve as expected; nevertheless,
it remained a promising market
despite the entrance of new play-
ers increasing the pressure on ex-
isting rental companies.

The structure of the market has
not evolved after the entry of for-
eign companies during the past
few years. The fragmentation of
the market between the three
main geographies suggests we will
not see major changes in the com-
ing years.

Estimates

2016 2017

Note: The forecast methodology has been adapted to the fact that EUROSTAT provides information for at a higher sectorial level.
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a. Review of key indicators
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In 2016, total turnover reached EUR343 million.
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Rental fleet size
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In 2016, fleet size reached EUR731 million.
It is estimated that the average fleet age has increased to between 5 and 6 years.

In 2016, investments reached EUR81 million.

Investmentin rental equipment of rental companies (without operator)
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Tumoverof rental companies in 2014 Persons employed by rental companiesin 2014
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b. Construction context

Real construction market
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In 2016, total construction output reached EURG64.6 billion.
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United Kin

(UK)

The United Kingdom will be due
to exit the European Union two
years from when Article 5o of the
Lisbon Treaty was triggered (29
March 2017). However, it is asking
an awful lot for the negotiations
to be complete by then, especially
since the United Kingdom will also
be looking to negotiate many trade
agreements with non-EU coun-
tries. The more messy and antago-
nistic the negotiations with the
European Union prove (particularly
about new trade arrangements
and possible agreements for sector
access to the European single mar-
ket), the more the UK economy will
likely suffer during 2017-19.

However, GDP growth held up well
in the second half of 2016, primarily

because consumers kept spending.
Additionally, investment initially
held up better than feared in the
Brexit vote's immediate aftermath.
Although investment softened in
the fourth quarter, this was offset
by markedly improved exports. Do-
mestic demand will progressively
soften during 2017.

Construction activity in 2017 is
also forecast to remain at similar
levels to 2016. As a result of Brexit,
and possible reductions in private
investment in industrial and office
projects, overall building activ-
ity is expected to become more
dependent on civil engineering
and infrastructure projects. This
includes major projects such as
Hinkley Point C nuclear power sta-

United Kingdom (UK), GBP

Actual

2014 2015

Market size

Total turnover [million GBP]

- Rental companies (without operator)

Number of rental companies (without operator)

Number of employed persons by rental companies (without operator)
Investments in rental equipment [million GBP]

Value of rental fleet at all companies [million GBP] (without operator)

5,342
5153

5,636
5,437

- Other companies providing rental services (only rental) 188 198

3,895 3,959

49,302 53,862

1,348 1,578

7,552 8,051

Ratio: Investments in rental equipment/value of the rental fleet 18% 20%

Penetration rates

GDP [billion GBP]

GDP penetration rate

Total construction output [billion GBP]
Construction industry penetration rate

Country population [million]

Country population penetration rate [GBP per person]

Source: IHS Markit and Official Statistics data © 2017 IHS Markit

gdom

tion and the HS2 rail project. While
these projects provide considerable
optimism for construction activity
in the medium term, there is still
some uncertainty as to whether
some projects will progress.

With a split of rental demand be-
tween construction and non-con-
struction estimated at 60% to 40%,
the rental activity will be impacted,
but not as much as expected.

Concerning the market organisa-
tion, the UK market is relatively
concentrated. The largest rental
players, each with more than 250
employees, and the rental compa-
nies with between 5o and 250 em-
ployees together account for more
than 50% of total industry revenue.

Estimates

2016 2017
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With the M&A activity of the major
domestic players reinforcing and
the entry of new competitors from
abroad, the concentration of the
industry is getting new traction,
the United Kingdom remains as the
most important market in Europe.

Two specific aspects of this mar-
ket are the digitalisation of the

construction equipment rental
activity, considered as key not only
to address new clients but also to
retain existing customers; and
the safety as the United Kingdom
is probably a world leader when it
comes to safety standards.

a. Review of key indicators
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In 2016, total turnover reached EUR7.117 million.
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ental fleet size
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In 2016, fleet size reached EUR10.234 million.
The average fleet age is estimated to be slightly above 4 years.

In 2016, investments reached EUR1925 million.

Investment in rental equipment of rental companies (without oparator)
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b. Construction context

Real construction market
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In 2016, total construction output reached EUR266.9 billion.
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AMERICAN RENTAL
ASSOCIATION

The latest quarterly update to the five-year forecast
for equipment rental industry revenues released by the
American Rental Association (ARA) continues to call for
steady gains through 2021.

Overall, ARA's five-year projectionin late July is virtually
the same as it was at the end of April, with some minor
variations in expected percentage growth each year.The
new forecast projects U.S. equipment rental revenue to
reach $49.3 billion in 2017, up 4.3 percent over last year.

The late July forecast also calls for U.S. rental revenue to
grow 5 percent in 2018, 5.8 percent in 2019, 4.4 percent
in 2020 and 3.9 percent in 2021 to reach $59.4 billion
combined for the three segments of the industry, includ-
ing construction/industrial, general tool/light construc-
tion and party/special event.

The quarterly update of the ARA Rental Market Moni-

tor™ subscription service by IHS Markit, the economic
forecasting firm that compiles the data and analysis
as part of a partnership with ARA and Rental Manage-
ment, also reflects the relatively steady projections for
real gross domestic product (GDP) growth over the next
few years in the U.S. of 2.3 percent in 2017, 2.7 percent in
2018 and 2.3 percent in 2019.

“What is interesting to note is that the U.S. equipment
rental industry continues to post strong performance
numbers that nearly double the growth of the economy
and we expect this trend to continue for the foreseeable
future,” said John McClelland, ARA’s vice president for
government affairs and chief economist.

“How Congress deals with tax reform and infrastructure
spending also could add to the equipment rental indus-
try’s momentum,’ McClelland said.

Scott Hazelton, managing director, IHS Markit, said the
data on the broad economy continues to be positive,
resulting in very little change in the equipment rental
revenue outlook at this time.

“Job growth remains strong, GDP growth is solid, con-
sumer confidence is high and housing continues to
improve slowly, although construction spending has
been flat. With recent evidence proceeding roughly as
expected, we continue to call for growth rates near 4
percent for construction/industrial and general tool
equipment rental revenues. Party and event is expected
to do somewhat better, with nearly 7 percent growth,”
Hazelton said.

“However, there is considerably greater uncertainty re-
garding the outlook for 2018. We still expect tax reform
and an infrastructure spending increase that will accel-
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erate the economy next year. Such stimulus would push
rental revenue growth toward 5 percent. Yet the lack of
legislative consensus, even within the majority party
in Washington, D.C., does give reason for concern that
expected stimulus might not be forthcoming. We will
be paying close attention to federal policy over the next
few months, as forecast risk has moved significantly
toward the down side next year,” he said.

In Canada, the latest five-year forecast continues to
call for accelerating revenue growth each year, starting
with a 2.7 percent increase in 2017 to reach $5.12 billion.
Total rental revenue in Canada is expected to grow an-
other 3.2 percentin 2018, 4.7 percent in 2019, 5.1 percent
in 2020 and 5.6 percent in 2021 to reach $6.14 billion.
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