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Executive Summary
Reciprocus has recently completed a study on expected demand growth for heavy machinery
in the EU28. This high-level snapshot summarizes some aspects of our findings and insights.
•
•
•
•
•
•
•
•
•

•

Insights have been formed based on both primary and secondary, publicly available information as well as
our firsthand knowledge of heavy equipment in the EU.
The EU 28 has an overall steady demand for heavy machinery from the ASEAN region, with exports of
heavy machinery from ASEAN to the EU growing at a CAGR of 4.6%. This growth is supported by the key
drivers, primarily led by the investment in construction projects in the EU28.
Two examples of growth opportunities in the EU28 are the UK and Poland, among others.
ASEAN exports of heavy machinery to Poland and the UK have seen the fastest growth rates among the
EU28 countries with CAGRs of 19.2% and 12.6% respectively.
The construction industry in the UK is forecasted to grow at a CAGR of 4.4% which is one of the highest
among the western European countries.
The Polish construction industry is also expected to grow at a steady CAGR of 4.0%.
On the other hand, there was a decline in exports of heavy machinery from ASEAN among other EU28
countries such as Germany with a CAGR of -6.9%.
We observed a general growth in exports to the entire EU region, with sharp growth in Latvia (CAGR of
309.9%) and Malta (CAGR of 265.2%).
However given the small volume of trade with these countries and the relatively small size of the
construction industries, we are of the view that this growth is in the short term and should engage a wait
and see approach for these countries.
Given the growth opportunities in the EU28 market that Singapore companies may have missed, we would
recommend that companies explore and expand into other countries in the ASEAN region, the Poland and
the UK in particular.
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Macroeconomic Outlook of the Industry
Business Overview
Ø

Trend Analysis: The European machinery market is projected to grow at a steady CAGR of 4.6% over the period 2015 - 2020 and
reach a market value of US$ 62.5 billion by 2020. The stagnating overall economic growth in the region, along with recent geopolitical events such as Brexit and the Syrian refugee crisis are expected to create headwinds for construction and the heavy
machinery market.

Ø

Key Drivers: The demand for heavy machinery is mainly driven by construction and engineering activity, which was severely
impacted by the economic climate in 2009 and continued declining till 2013. While FDI in the construction sector is still on the
decline, construction activity has picked up slightly and may eventually create demand for more heavy machinery.

Ø

Market Leaders: The largest manufacturers of construction heavy machinery in Europe are AB Volvo, Caterpillar, CNH Industrial N.V
and Atlas Copco AB, with diverse product line-ups, serving customers in several industry sectors. For example, AB Volvo is
diversified, offering trucks, buses, and marine engines, as well as construction equipment, reducing the dependence of AB Volvo on
any one sector for growth, particularly with the downturn in European construction.
Europe Machinery Market Value
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Industry Outlook and Analysis
Analysis Breakdown
Porter’s 5 Forces Analysis
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Ø

Power of Buyers: The construction sector is fragmented in
most European countries. As well as large contractors such
as VINCI and Kier Group, there are many small construction
companies. Construction equipment sales in Europe are
usually less dependent on dealers, with customers buying
direct from the manufacturer, relieving the need for
establishing a strong dealer network.

Ø

Power of Suppliers: Suppliers have fairly low differentiation
of raw materials and there is often little to distinguish
between them, resulting in manufacturers having relatively
low supplier switching costs.

Ø

Degree of Rivalry: The global construction and heavy
machinery market is characterized by intense competition
due in part to high fixed costs, exit barriers, and the
dominance of large multinational players namely AB Volvo,
Caterpillar, CNH Industrial N.V and Atlas Copco.

Ø

Substitute Threat: Substitutes as such do not exist in this
market due to the specific function of various types of
equipment.

Ø

Likelihood of New Entry: The incumbents in this market are
generally long-established companies, with diverse product
ranges, well-known brands, large scale, and multinational
reach. These are all factors that may discourage new
entrants. However, due to the low volume, high complexity
nature of heavy machinery, entry as shortline or specialty
manufacturers is possible.
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Regional Landscape and Analysis
ASEAN Exports to EU: Growth and Volume by Country
High Export Volume
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Ø

Ø

Growing demand for heavy machinery: The construction industry in
the EU has been on a downturn since the 2009 financial crisis, but has
recovered since 2013. This has created a opportunity for heavy
machinery, with ASEAN exports to EU growing at a CAGR of 9.6% over
the period 2011 to 2014.
Emerging opportunities in ASEAN export market: Singapore is
currently the largest exporter of heavy machinery to the EU28
among the ASEAN countries. However, there is still opportunity for
growth as the EU countries’ import volume from Singapore is
relatively small compared to larger players such as the US and Japan.
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Poland

Population: 37.9 million
Total GDP (2015): US$ 477.0 billion
Heavy Machinery Import (2014): US$ 32.5
million
10-Year CAGR: 4.5%

United Kingdom

Population: 65.1 million
Total GDP (2015): US$ 2.9 trillion
Heavy Machinery Import (2014): US$ 432.2
million
10-Year CAGR: 1.3%
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Opportunities Spotlight and Analysis

Why UK?

Why Poland?

United Kingdom
Ø The UK is the one of the fastest growing destinations for ASEAN heavy
machinery exports among the EU28 countries, with a CAGR of 12.6%.
Ø Its construction industry has one of the highest growth forecast among
the western European countries and is expected to continue growing at
a CAGR of 4.4% over the period 2015-2020, primarily driven by the non.
Ø Despite Brexit, the UK’s Construction Purchasing Managers’ Index in Q4
2016 has been above 50, an indication of expansion in the sector.
Ø Construction of public housing is also expected to grow, with the UK
government promising to “drive up the housing supply” by providing
approximately £8.0 billion to deliver over 400,000 affordable housing.
Poland
Ø Among the EU28 countries, ASEAN exports to Poland has one of the
fastest growth rates, with a 3 year CAGR of 19.2%.
Ø Poland’s construction industry has only recently recovered from the
downturn due to the global financial crisis and has been gaining traction
with heavy machinery exports from ASEAN.
Ø The construction industry is also forecasted to grow at a CAGR of 4%
over the period 2015 – 2020, with infrastructure development and civil
engineering making up 51.6% of the total industry.
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Conclusion:
We have shortlisted the UK and Poland as key potential opportunities for companies involved in the manufacturing and supply of heavy
machinery. In other EU countries such as Germany, which has a larger construction industry than the UK, exports of ASEAN heavy
machinery has shrank, with a CAGR of -6.9%. Companies in the construction and heavy machinery industry should closely market trends
such as the electrification of equipment in Europe which is in line with the EU’s energy efficiency and and sustainability movement. These
companies should also monitor developments of infrastructure projects in the Europe region as well as participate in trade missions to
leverage these growth opportunities.
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About Reciprocus
We specialize in assisting small and medium-sized
businesses with expansion into overseas markets:
•
•
•
•

Selecting and Structuring Route to Entry;
Mergers, Acquisitions, Joint Ventures;
Distributorships, Franchising and Licensing;
Capital Raising.

For more information about our practice, visit our website
at: www.reciprocus.com.

IE Singapore Assistance
The Singapore Government co-funds up to 70% of the third
party professional fees for internationalization activities
under the following schemes:
Market Readiness Assistance Grant: Market assessment,
market entry and business matching activities.
Global Company Partnership Grant: Market research,
scouting for overseas partners and due diligence activities.
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More information available at:
http://www.iesingapore.gov.sg/Assistance.
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Contact Details
Reciprocus International
International Plaza
10 Anson Road #10-22
Singapore 079903

Reciprocus Americas
Empire State Building
350 5th Ave, Suite 7610
New York, NY 10118

Reciprocus Europe
Taefernstrasse 22a
5405 Baden-Daettwil
Switzerland

Tel: +65-6225-9986
Fax: +65-6225-8223

Tel: +1-212-565-0600
Fax: +1-646-349-3532

Tel: +41 56 470 42 70
Fax: +41 56 470 42 72

David Emery
Chairman
david@reciprocus.com

Robert MacPherson
Junior Partner
robert@reciprocus.com
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