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The Construction Activity in Germany and Europe until 2020 

 

As a result of the financial and economic crisis, the construction activity in Europe1 

dropped by 28% within six years. Since 2014, the construction industry has been on a 

robust growth path again, however. In addition, the recovery has continued to gather 

pace up until 2017. The nearly 4% increase achieved most recently has been the third 

strongest one over the past 27 years. In the medium term, however, the upswing is 

likely to lose more and more of its momentum. Thus, an increase of only 1½% is 

expected for the year 2020. 

 

In the past years, residential construction and the new construction of residential and 

non-residential buildings ranked among the growth drivers. They are now being 

replaced by civil engineering which is expected to experience a record-level increase by 

4½% in 2018 and 2019, respectively. In structural engineering, the segment of portfolio 

construction which comprises regular building maintenance besides modernization 

measures will show an increase ranging between 1 and 1½% per year in the period from 

2018 until 2020. This is significant because portfolio construction accounts for more 

than fifty percent of all structural engineering measures in Europe. 

 

The mainstay of the current upswing in the construction sector is the general economic 

recovery. Further boosts come from the very low interest rate level and increased 

immigration and internal migration. Apart from that, the backlog demand accumulated 

since the financial crisis plays in important role in quite a number of European countries. 

In view of these positive framework conditions, an expansion of the construction 

activities is to be assumed also over the medium term. 

 

Up to now, the increases in the construction activity were primarily due to the favorable 

development in Northern Europe and in countries like Poland, Switzerland or Germany. 

These national economies emerged comparatively unscathed from the crisis or have 

                                                             
1 The statements on Europe, which are made here, refer to the 19 countries of the EUROCONSTRUCT 

Network covering all important Western European as well as the four Eastern European countries 
Poland, the Czech Republic, Slovakia and Hungary. The mentioned real growth rates date back to the 
forecasts presented by the Network in June 2018. 
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even profited from the escalation in other countries. In future, however, the 

construction demand is likely to weaken clearly in the majority of these countries or 

even to decline again slightly. This development is one of the main reasons for the ever 

weaker growth of the European construction volume until the end of the ongoing 

decade. 

 

By contrast, the financial crisis has entailed much more far-reaching consequences for 

the construction industry in countries like Spain, Italy or Slovakia. Up to now, the 

recovery in these countries has been mostly sluggish, and it is not likely that they will 

make any great leaps forward in the years to come. At least the Portuguese market 

seems to have caught up to the curve again. By contrast, a soaring upward 

development such as the one in Ireland is the absolute exception, in addition to the fact 

that it poses a risk for new exaggeration.  

 

In Germany, the construction output has developed upwards almost continuously since 

2009. The value of the construction volume for 2018 (approx. 390 billion euros in 

nominal terms) is expected to surpass the level of that time by more than 15% in real 

terms. In the next few years, however, the construction activity is not likely to increase 

any further. This has something to do with a weakening of the construction activity in 

all three partial segments. 

 

Firstly, the new construction of residential building is slowly running out of steam, 

however, without having to contend with losses in the medium term. Notwithstanding, 

the portfolio construction volume has been on an exorbitantly high level for more than 

ten years now. Here, great leaps forward are no longer to be expected – rather even a 

(slight) decline. In addition, the development for the second most important area, the 

new construction of detached and semi-detached houses, points downward. In 

particular, this has something to do with the aging of the population and the growing 

offer of second-hand properties. Finally, there is the new construction of multi-family 

buildings: these continue to be in great demand. However, the current framework 

conditions are not favorable enough for a clear increase in the annual completion 

figures of apartments. Indeed, investors are standing in line, which is due to low interest 

rates and high income gains on the part of private households. However, the slow pace 

at which land is designated for building, the capacity bottlenecks on the part of the 

building industry and increasing red tape prevent a faster implementation of residential 

projects. As it would appear, the number of permits for 2016 already marks the peak of 

the current housing boom. Not even measures of demand management such as the 



3 
 

introduction of the special child allowance for new home owners [Baukindergeld] are 

likely to change that. 

 

Secondly, the current upswing in non-residential building construction is expected to 

taper off by the end of the decade. Although companies and municipalities are currently 

making significant investments in the construction of new non-residential buildings, 

this is likely to be only of a temporary nature. Despite favorable economic framework 

conditions, this segment merely shows a sideways movement for the period from 2009 

onwards. It is also interesting to note that companies have reduced their portfolio 

construction measures in the past years. In addition, the federal government’s current 

subsidy programs for financially weak municipalities, which precisely aim at the 

refurbishment of existing buildings, are thwarted by bottlenecks in the building trade. 

As a rule, the high capacity utilization in the construction industry and the prices which 

have therefore strongly increased – not only in non-residential building construction – 

are the all-dominant topic. The high price increases for building services equalize an 

essential part of the regained financial leeway of the public authorities. In addition, the 

municipalities complain ever more frequently about a lack of participation in public 

invitations to bid. 

 

Thirdly, the federal government’s investment campaign in the civil engineering 

segment is already nearly completed in 2018. Thus, the federal government has 

considerably increased its budget spending for supra-regional traffic networks in the 

past years. In 2018, the funds for the federal railways are already declining again in 

nominal terms, whereas those for the federal highways will be topped up another time 

this and next year. At present, however, prices in the civil engineering segment are 

particularly strongly on the rise. In addition, other civil engineering segments, such as 

for example the energy sector, are not expected to provide any noteworthy impetus in  

future.  

 

 


