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Swiss Construction Index
Index as of Q1 2021: 145 points




Change on previous quarter: +2.7%
Change on same quarter in previous year: +2.0%

Q1 2021

Swiss Construction Index: The state of the construction industry at a glance
The Swiss Construction Index is published jointly by
Credit Suisse and the Swiss Contractors' Association
(SCA) each quarter. It serves as a leading indicator for
the state of Switzerland's construction sector by
forecasting the turnover in the main construction trade
in the current quarter as well as the trend for the next
few quarters. The indicator, which is computed by
Credit Suisse, is based primarily on the quarterly survey
conducted by the SCA among its members. Additional
data are sourced from the Swiss Federal Statistical
Office and the Baublatt. Whereas the construction
index provides an outlook for the first quarter 2021,
the SCA quarterly survey provides detailed information
on the fourth quarter of 2020.

Q1 1996 = 100, seasonally adjusted, nominal, points = trend outlook
160
150
140
130
120
110

Contact persons:

100

Fabian Waltert
Credit Suisse, Swiss Real Estate Economics
Kalanderplatz 1, CH-8045 Zurich
Tel. +41 (0)44 333 25 57
fabian.waltert@credit-suisse.com

90
2000

2002

2004

2006

2008

2010

2012

2014

2016

2018

2020

Pleasing start to the year, slight sales increase expected for 2021
After a difficult 2020 in which sales declined by 5.8%, the construction index is continuing on its
path of recovery in the first quarter of 2021. Seasonally-adjusted sales of the main construction
trade should be 2.7% higher than in the prior quarter. Despite a fall in new orders, the order
backlog in building construction at the year-end was 2.5% above the prior-year level. This is likely
to be the result of pandemic-related declines in productivity, as well as the temporary wait-andsee stance adopted by many developers. In expectation of an economic recovery over the course
of 2021 (forecast: GDP growth of +3.5% in 2021), developers appear to be regaining a certain
amount of confidence, and existing projects are once again being more briskly implemented. At
the same time, major uncertainties remain over the further development of the pandemic. For
example, delays in the ongoing vaccination campaign and a serious third wave of the pandemic
driven by coronavirus mutations could threaten the economic recovery. Even without this imponderable, the order situation in the building sector is likely to deteriorate gradually, as the data for
building permit issuance in 2020 reveals a decline of 5.6% in planned construction expenditure.
At the same time, a number of project suspensions are threatened due to the financial problems
of developers (e.g. SBB) or the evident decline in demand for office and retail property. Overall,
while sales of the main construction trade should recover in 2021 (+1.5%), they should still
remain below the threshold of CHF 20 billion.
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The Construction Index appears on a quarterly basis.
Free subscriptions are available from Credit Suisse. To
subscribe, please send your email address to:
realestate.swisseconomics@credit-suisse.com.
Detailed results of the SCA quarterly survey, which is
published at the same time as the construction index,
together with further facts and figures on the main
construction trade, can be found at
http://www.baumeister.ch/de/politikwirtschaft/wirtschaftsdaten
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Forecast turnover growth compared to
4th Q 2020
+2.7% 
+4.6% 
+4.8% 
+1.2% 
+1.0% 

1st Q 2020
+2.0% 
+2.6% 
-0.9% 
+4.2% 
+1.5% 
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Development of the sub-indicators
Building construction index Q1 1996 = 100, seasonally adjusted, nominal, points = trend outlook
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Civil engineering index Q1 1996 = 100, seasonally adjusted, nominal, points = trend outlook
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Building construction in recovery for the time
being
In the first quarter of 2021, the building construction index is set to record a further quarter-on-quarter rise of 4.6% (residential construction: +4.8%,
commercial construction: +1.2%). In other words,
building construction sales are likely to remain – for
now at least – on the recovery trajectory that first
became apparent in the final quarter of 2020.
Viewed over the last 12 months, however, building
construction has suffered a painful decline in sales
of 10.8%. For the current year we are expecting a
slight sales rise overall, but without this rise being
anywhere near enough to propel sales back to precrisis levels. Reasons to expect stabilization in the
residential construction segment include a slight increase in building permit issuance and the order
backlog. Commercial construction may have recorded a significant increase in planning applications
in 2020, but in view of the current uncertainty over
the future demand for office and retail space, there
is plenty of reason to doubt whether all of these projects will actually be implemented in the long term.

Civil engineering shrugs off coronavirus crisis
Seasonally-adjusted civil engineering sales are likely
to record a further slight increase in the first quarter
of 2021 (+1.0%) compared to the previous quarter.
In other words, civil engineering remains largely unaffected by the pandemic, with only sales in the private sector of this segment having recorded a slight
decline. In contrast to public sector building construction, where many a project is at risk of falling
victim to cost-cutting programs (see next page), a
significant proportion of public sector civil engineering projects (rail and road) are secured – at least in
the medium term – through special financing arrangements. According to a recent market study
commissioned by Infra Suisse, tunnel construction
should weaken at least somewhat following completion of another large-scale project in the form of
the Ceneri base tunnel. Overall, however, we expect
a slight increase in sales for civil engineering in
2021, with the main stimuli coming from road construction.

Development in real terms: seasonally and price-adjusted construction index
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Construction prices stagnate
Adjusting the construction index to take account of
inflation in construction prices recorded since 1999
(Swiss Federal Statistical Office) neutralizes trends
attributable to price-related turnover increases. In a
year-on-year comparison, construction prices have
moved sideways. Whereas building construction
prices declined by 0.1%, civil engineering
companies have been able to increase their prices
slightly (+0.2%). Overall, the deviation between real
and nominal index development remains minimal.
Building construction prices in particular have barely
changed at all over the last decade. Accordingly,
many construction firms are operating on low profit
margins. Not much is likely to change here in the
near future.
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Construction index year-on-year
Construction index, seasonally adjusted, growth rates versus same quarter in previous year
15%

Building construction claws back some lost
ground
The construction index in the first quarter of 2021
is 2.0% higher compared to the prior-year quarter,
suggesting that the growth dip of the prior year has
been left behind for the time being. Civil
engineering, which has so far been little affected by
the consequences of the pandemic, is set to rise by
1.5%, whereas for building construction we are
anticipating sales growth of 2.6%. For 2021
overall, we are anticipating a slight rise in sales.
However, sales are likely to fall well short of levels
recorded during the boom construction period in
2019. Where building construction is concerned,
building permit issuance actually points to a decline
in sales in the medium term. That said, as orders on
hand remain healthy in all segments, any decline is
likely to be some way off.
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Building construction index, seasonally adjusted, growth rates versus same quarter in previous year
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Public sector building construction looks
shaky
Commercial construction (+4.2% year on year) and
residential construction (-0.9%) can be expected to
continue the recovery trend as the year gets under
way. Moreover, public sector building construction
continues to defy the coronavirus crisis, and is set
to record a year-on-year rise of 14.8% in the first
quarter. Going forward, however, public sector
building construction is also likely to slow. For example, at the end of January SBB announced that
it would be suspending various real estate projects
not yet at the construction stage, with these construction expenditure cuts being the result of a “very
strained” financial situation. These measures should
reduce budgeted expenditure by some CHF 700
million by 2025. Most of the projects affected are
in the Zurich or Lake Geneva regions. There is a
risk that other public sector developers may follow
SBB’s lead, leading to a severe decline in public
sector building construction sales over the coming
years.

Situation in the finishing industry
Finishing industry and building construction index: Q1 1996 = 100, seasonally adjusted, nominal;
growth rates versus year-ago quarter
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Finishing index slides further
The finishing index estimates turnover in the finishing industry in the current quarter and lags the building construction index by two to four quarters. In the
first quarter of 2021, the finishing index points to a
quarter-on-quarter decline of 4.1%, leaving it
12.6% below the level of the prior-year quarter. The
latest decline in building permits issued for refurbishment, finishing, and renovation projects also
points to a decline in sales over the next few quarters. The approved construction volume here over
the last 12 months stands at CHF 8 billion, 17%
below that of the prior-year period. By contrast, we
are expecting a healthy order situation along the
northern Jura arc and in the Alpine regions (see
next page). Moreover, in the longer term we envisage a number of stimuli preventing any overly excessive slump in the finishing industry. In particular,
the issue of energy-related renovation will gain a
further boost, as the Swiss electorate is set to vote
on the complete revision of the CO2 Act on June
13, 2021.
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Regional demand focus in building construction
Applications for new-build projects: deviation in the volume of planning applications submitted in last 6
months from 10-year average, by economic region*
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Focus of new-build projects
The investment volume of building permit
applications indicates regional demand for
construction services. In the economic regions
marked in red, plans for new-build projects exceed
the average for the last ten years; in the regions
marked in blue, planning is below this average.
Projected activity over the last six months equates
to a volume of CHF 17.7 billion. In other words, the
volume of submitted planning applications in the
building construction trade has recovered
somewhat and is now 2.5% above the prior-year
period, albeit still 4.1% below the 10-year average.
Planned activity remains below average in a clear
majority (71) of the 110 Swiss economic regions.
Notable areas here include large tracts of southern
Switzerland, western Switzerland, as well as the
Alps and their foothills. By contrast, a high volume
of construction planning has been reported in the
last six months by the northern part of Canton
Zurich, various regions touching Lake Geneva, as
well as regions along the Aarau-Bern axis.

Applications for refurbishment projects: deviation in the volume of planning applications submitted in
last 6 months from 10-year average, by economic region*
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Focus of refurbishment work
The volume of submitted refurbishment applications
has further decreased in recent months. This
amounts to CHF 5.4 billion over the last six months,
which is 8.8% lower than the 10-year average. The
volume of planned activity in refurbishment and renovation projects was below average in 66 of the
110 regions. The main exceptions here are the regions along the Jura arc between Liestal and Neuchâtel. Moreover, an increasing number of refurbishment projects continue to be initiated in a number of regions of the Alps and their foothills. This
trend can be expected to continue for a while, as
evaluations of property website search registrations
show the demand for homes in tourist regions has
risen since the start of the COVID-19 pandemic.
Many of these home-seekers are clearly expecting
to be able to spend large chunks of their working
time away from the office even when the pandemic
has receded. This would allow them to benefit from
lower real estate prices and/or proximity to attractive recreation areas further away from the office.
At the same time, however, Switzerland’s Second
Homes Act should ensure that building redevelopment remains the focus, rather than new home construction. How sustainable these effects prove to
be will only become apparent gradually, however.
*Credit Suisse has defined these economic regions
based on the Mobilité Spatiale regions used by the
Swiss Federal Statistical Office. Political borders
play less of a role in the definitions than economic
phenomena, geographical and demographic
features, and mobility patterns. Consequently,
some of these economic regions straddle cantonal
borders.
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Important Information
This report represents the views of the Investment Strategy Department of
CS and has not been prepared in accordance with the legal requirements
designed to promote the independence of investment research. It is not a
product of the Credit Suisse Research Department even if it references published research recommendations. CS has policies in place to manage conflicts of interest including policies relating to dealing ahead of the dissemination of investment research. These policies do not apply to the views of
Investment Strategists contained in this report.

Risk warning
Every investment involves risk, especially with regard to fluctuations in value
and return. If an investment is denominated in a currency other than your
base currency, changes in the rate of exchange may have an adverse effect
on value, price or income.
For a discussion of the risks of investing in the securities mentioned in this
document, please refer to the following Internet link: https://investment.credit-suisse.com/gr/riskdisclosure/
This document may include information on investments that involve special
risks. You should seek the advice of your independent financial advisor prior
to taking any investment decisions based on this document or for any necessary explanation of its contents. Further information is also available in the
information brochure “Risks Involved in Trading Financial Instruments” available from the Swiss Bankers Association.
Past performance is not an indicator of future performance. Performance can be affected by commissions, fees or other charges as
well as exchange rate fluctuations.

Financial market risks
Historical returns and financial market scenarios are no reliable indicators of
future performance. The price and value of investments mentioned and any
income that might accrue could fall or rise or fluctuate. You should consult
with such advisor(s) as you consider necessary to assist you in making these
determinations.
Investments may have no public market or only a restricted secondary market. Where a secondary market exists, it is not possible to predict the price
at which investments will trade in the market or whether such market will be
liquid or illiquid.

Emerging markets
Private Equity (hereafter “PE”) means private equity capital investment in
companies that are not traded publicly (i.e. are not listed on a stock exchange), they are complex, usually illiquid and long-lasting. Investments in
a PE fund generally involve a significant degree of financial and/or business
risk. Investments in PEfunds are not principal-protected nor guaranteed. Investors will be required to meet capital calls of investments over an extended
period of time. Failure to do so may traditionally result in the forfeiture of a
portion or the entirety of the capital account, forego any future income or
gains on investments made prior to such default and among other things,
lose any rights to participate in future investments or forced to sell their
investments at a very low price, much lower than secondary market valuations. Companies or funds may be highly leveraged and therefore may be
more sensitive to adverse business and/or financial developments or economic factors. Such investments may face intense competition, changing
business or economic conditions or other developments that may adversely
affect their performance.

© Credit Suisse AG / SCA

Alternative investments
Hedge funds are not subject to the numerous investor protection regulations
that apply to regulated authorized collective investments and hedge fund
managers are largely unregulated. Hedge funds are not limited to any particular investment discipline or trading strategy, and seek to profit in all kinds
of markets by using leverage, derivatives, and complex speculative investment strategies that may increase the risk of investment loss.
Commodity transactions carry a high degree of risk, including the loss of the
entire investment, and may not be suitable for many private investors. The
performance of such investments depends on unpredictable factors such as
natural catastrophes, climate influences, hauling capacities, political unrest,
seasonal fluctuations and strong influences of rolling-forward, particularly in
futures and indices.
Investors in real estate are exposed to liquidity, foreign currency and other
risks, including cyclical risk, rental and local market risk as well as environmental risk, and changes to the legal situation.

Private Equity
Private Equity (hereafter “PE”) means private equity capital investment in
companies that are not traded publicly (i.e. are not listed on a stock exchange), they are complex, usually illiquid and long-lasting. Investments in
a PE fund generally involve a significant degree of financial and/or business
risk. Investments in private equity funds are not principal-protected nor guaranteed. Investors will be required to meet capital calls of investments over
an extended period of time. Failure to do so may traditionally result in the
forfeiture of a portion or the entirety of the capital account, forego any future
income or gains on investments made prior to such default and among other
things, lose any rights to participate in future investments or forced to sell
their investments at a very low price, much lower than secondary market
valuations. Companies or funds may be highly leveraged and therefore may
be more sensitive to adverse business and/or financial developments or economic factors. Such investments may face intense competition, changing
business or economic conditions or other developments that may adversely
affect their performance.

Interest rate and credit risks
The retention of value of a bond is dependent on the creditworthiness of the
Issuer and/or Guarantor (as applicable), which may change over the term of
the bond. In the event of default by the Issuer and/or Guarantor of the bond,
the bond or any income derived from it is not guaranteed and you may get
back none of, or less than, what was originally invested.

Investment Strategy
Department

Investment Strategists are responsible for multi-asset class strategy formation and subsequent implementation in CS’s discretionary and advisory
businesses. If shown, Model Portfolios are provided for illustrative purposes
only. Your asset allocation, portfolio weightings and performance may look
significantly different based on your particular circumstances and risk tolerance. Opinions and views of Investment Strategists may be different from
those expressed by other Departments at CS. Investment Strategist views
may change at any time without notice and with no obligation to update. CS
is under no obligation to ensure that such updates are brought to your attention.
From time to time, Investment Strategists may reference previously published Research articles, including recommendations and rating changes
collated in the form of lists. The recommendations contained herein are extracts and/or references to previously published recommendations by Credit
Suisse Research. For equities, this relates to the respective Company Note
or Company Summary of the issuer. Recommendations for bonds can be
found within the respective Research Alert (bonds) publication or Institutional
Research Flash/Alert – Credit Update Switzerland. These items are available
on request or from https://investment.credit-suisse.com. Disclosures are
available from www.credit-suisse.com/disclosure.
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Global disclaimer /
important information

The information provided herein constitutes marketing material; it is not investment research.
This document is not directed to, or intended for distribution to or use by, any
person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction where such distribution, publication, availability or
use would be contrary to law or regulation or which would subject CS to any
registration or licensing requirement within such jurisdiction.
References in this document to CS include Credit Suisse AG, the Swiss bank,
its subsidiaries and affiliates. For more information on our structure, please use
the following link: http://www.credit-suisse.com
NO DISTRIBUTION, SOLICITATION, OR ADVICE: This document is provided for information and illustrative purposes and is intended for your use only.
It is not a solicitation, offer or recommendation to buy or sell any security or
other financial instrument. Any information including facts, opinions or quotations, may be condensed or summarized and is expressed as of the date of
writing. The information contained in this document has been provided as a
general market commentary only and does not constitute any form of regulated
investment research financial advice, legal, tax or other regulated service. It does
not take into account the financial objectives, situation or needs of any persons,
which are necessary considerations before making any investment decision.
You should seek the advice of your independent financial advisor prior to taking
any investment decisions based on this document or for any necessary explanation of its contents. This document is intended only to provide observations
and views of CS at the date of writing, regardless of the date on which you
receive or access the information. Observations and views contained in this document may be different from those expressed by other Departments at CS and
may change at any time without notice and with no obligation to update. CS is
under no obligation to ensure that such updates are brought to your attention. .
FORECASTS & ESTIMATES: Past performance should not be taken as an
indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. To the extent
that this document contains statements about future performance, such statements are forward looking and subject to a number of risks and uncertainties.
Unless indicated to the contrary, all figures are unaudited. All valuations mentioned herein are subject to CS valuation policies and procedures. CONFLICTS:
CS reserves the right to remedy any errors that may be present in this document. CS, its affiliates and/or their employees may have a position or holding,
or other material interest or effect transactions in any securities mentioned or
options thereon, or other investments related thereto and from time to time may
add to or dispose of such investments. CS may be providing, or have provided
within the previous 12 months, significant advice or investment services in relation to the investments listed in this document or a related investment to any
company or issuer mentioned. Some investments referred to in this document
will be offered by a single entity or an associate of CS or CS may be the only
market maker in such investments. CS is involved in many businesses that relate to companies mentioned in this document. These businesses include specialized trading, risk arbitrage, market making, and other proprietary trading.
TAX: Nothing in this document constitutes investment, legal, accounting or tax
advice. CS does not advise on the tax consequences of investments and you
are advised to contact an independent tax advisor. The levels and basis of taxation are dependent on individual circumstances and are subject to change.
SOURCES: Information and opinions presented in this document have been
obtained or derived from sources which in the opinion of CS are reliable, but CS
makes no representation as to their accuracy or completeness. CS accepts no
liability for a loss arising from the use of this document. WEBSITES: This document may provide the addresses of, or contain hyperlinks to, websites. Except
to the extent to which the document refers to website material of CS, CS has
not reviewed the linked site and takes no responsibility for the content contained
therein. Such address or hyperlink (including addresses or hyperlinks to CS’s
own website material) is provided solely for your convenience and information
and the content of the linked site does not in any way form part of this document. Accessing such website or following such link through this document or
CS’s website shall be at your own risk. DATA PRIVACY: Your Personal Data
will be processed in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://www.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, Credit Suisse Group AG and its subsidiaries may process your basic Personal Data (i.e. contact details such as
name, e-mail address) until you notify us that you no longer wish to receive
them. You can opt-out from receiving these materials at any time by informing
your Relationship Manager.
© Credit Suisse AG / SCA
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