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ÅA Management Consultancy that specialises in the research  and

analysis of international construction equipment markets.

The largest of its kind in the world.

ÅFormed in 1981 as part of the Economist Intelligence Unit.

ÅManagement Buy-Out in 1995.

Now privately owned.

ÅOffices in:

London, England

New York, USA

Tokyo, Japan

Beijing, China
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Åwww.offhighway.co.uk



QUESTION

WHAT IS THE HEIGHT OF OPTIMISM?



ANSWER

A BANKER IRONING FIVE SHIRTS ON A 

SUNDAY NIGHT!
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ñFORECASTING IS LIKE NAILING A JELLY TO A WALLò

Give me reliable data on:

ïFinancial frameworks and institutions

ïLiquidity

ïCredit lines

ïGovernment spending

ïBusiness cycles

ïBusiness confidence . . . . 

And I will give you a forecast.

ÅEvents are moving at an unprecedented speed

THE JELLY IS MOVING DAILY

SO ARE OUR FORECASTS



WE ARE NOW STANDING ON THE EDGE OF A CLIFF

HOW HIGH IS IT? HOW STEEP IS IT?

NOBODY KNOWS!

ÅCurrent market problems caused by failure of financial systems

ïNOT the real market: still plenty of real demand worldwide

ÅFuture market problems will be caused by the market itself:

- Availability of credit - High levels of stock

- Reduced government spending - Large machine population

- Bankruptcies - Overcapacity

- Falling prices (Chinese entry?) - Business confidence



ñMARKET DEMAND IS ULTIMATELY DETERMINED

BY ONE THING ALONE:

BUSINESS CONFIDENCEò 



Global Overview

ÅTotal world equipment sales in 2007 approximately $99 billion.

Up by 30 % since 2006.

Sales in 2008:  $87 billion

Forecast for 2009:  $68 billion

ÅRecovery in Europe and North America by 2010-2011:  to 2003-2005 levels?

2008 Value 2008 Vs 2007 2009 Vs 2008

-North America $24.7 billion -13% -28%

-Europe $17.7 billion -10% -32%

-China $14.1 billion +26% +2%

-Japan $  3.6 billion -22% -6%

-India $  2.0 billion -5% -19%

-Others $25.5 billion -32% -16%

-World $87.6 billion -10% -12%



Short Term Outlook, Volumes

ÅNorth America - Down by 14% in 2007

- Very weak 2008 ïdown by another 23%

- Especially weak in smaller machine sizes, but all affected

- 2009:  Ghastly ïdown by another 28%

ÅWestern Europe - Up by 12% in 2007

- Profound downturn in 2008 ïdown by 25%

- Decline patchy over products + countries:  mostly compact

- 2009:  Even worse ïdown by another 26%

ÅIndia - Set to be the next BIG growth market

- Up 47% in 2007

- Down by 12% in 2008

- 2009:  Down by 23% - then doubling in 5 years

ÅChina - Up by 24% in 2007

- Up by 5% in 2008

- Flat in 2009

- Continue to grow at a slow pace, but at a high level

-Now the worldôs largest market in volume terms

ÅWorld - 2008 down by 19% - most of it in the last 3 months

- 2009 down by 14% - most of it in the first 6 months
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ARE WE HEADING FOR A RECESSION

- OR NOT?

ÅEverything depends on:

ÅWho you are

ÅWhere you are

ÅYour definition of órecessionô

óCyclical Downturnô was more appropriate in September 2008

Everyone now feels that we are definitely in a deep and prolonged recession

Europe and North America in 2010-2011 = 2003-2004 levels at best

Everyone seemed happy then . . . . 

Expectations for last 2 years have been too high



Outlook for 2009-2010

Worst Affected Less Affected

North America VVV

Europe: ?

Ireland VVV

Italy VV

Spain VVVV

UK VVV

Others V

Russia VVV

China V

India V

Oil & Mineral Producers VV

Rental related VVVVV

Compact equipment VVVV

Medium & heavy equipment V

óLonglinersôwith export exposure V

Source: Off-Highway Research



The Reasons Behind the Cyclical Downturn

Å2005 ï2007 all markets showing robust growth

Fuelled by:  China

Easy (or very stupid) credit availability

Global economic growth

Markets +20% than 5 year average

ÅWorldwide óshortageô of machines

Overheated (artificial) demand

Delivery times of 6-36 months

Component shortages

Customers bring forward their orders to ensure delivery

Huge machine populations, all very young

CONTINUED . . . .



CONTINUED . . . .

ÅCredit crisis in mid-2007

House building + business confidence collapse

Banks take fright ïno credit availability

Demand in 2008 + 2009 had been sold in 2007

No urgent need to replace equipment

ÅFinancial banking collapse of September 2008 dumped on us all

= THE PERFECT STORM!



Europe: Development of Sales, 2000-2012*

(Units)

*Forecast
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Europe: Development of Production, 2000-2010*

(Units)

*Forecast
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Europe:  Forecast Sales, 2008-2009

(% Units Change)
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Europe:  Sales Forecast 2009 Vs 5 Year Annual Average, 2004-2008 

(% Units Change)
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Europe:  Sales Forecast 2009 Vs 5 Year Annual Average, 2004-2008

(% Units Change)
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Europe: Structure of Sales, by Country, 2003-2008

(% of Total)
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North America: Development of Sales, 2000-2012*

(Units)

*Forecast
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North America: Development of Production, 2000-2010*

(Units)

*Forecast
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North America:  Sales Forecast 2009 Vs 5 Year Annual Average, 2004-2008 

(% Units Change)
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ÅDecline in skid-steer loaders, backhoe loaders

ÅGrowth in hydraulic excavators, mini excavators



India: Development of Sales, 2000-2012*
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India: Structure of Sales, by Product, 2003-2008

(% of Total)
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China: Development of Sales, 2000-2012*

(Units)
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China: Structure of Sales, by Product, 2003-2008

(% of Total)
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Global Production of Wheeled Loaders, 2008
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China: Threats and Opportunities for the 

Construction Equipment Industry

Threats

ÅPoor quality of domestic component industry

ïReliant on expensive imports for export machines

ÅPoor pricing levels in domestic market

ïNot enough margin to invest in new developments

ïHeavily reliant on export markets

ÅOver reliance on export markets

ïAn absolute necessity to survive

ÅOver reliance on third world, poor margin, export markets

ÅIncreased value of RMB

ÅDiminished export markets

CONTINUED . . . .



ÅDifficulty in penetrating developed, profitable markets

ïDealer networks

ïSpare parts availability

ïResidual values

ïCustomer support

ÅPoor international perception of Chinese manufactured goods

ïLow price = poor quality

ÅóBrand Chinaô has been damaged in last 2-3 years

Much work yet to be done

CONTINUED . . . .



Opportunities

ÅNo longer 1 product companies

Huge broadening of range and depth of products

Many are now ólong linersô

ïLiugong

ïXugong

ïSany

ïZoomlion

ÅVery good production facilities 

ïenormous capacity to export

ÅToo many participants = excellent opportunities for consolidation

ÅStrong local and central government support

ïGreat passion to be global leader

ÅImproved quality of products ïnow being taken seriously overseas

CONTINUED . . . .



CONTINUED . . . .

ÅWeaker markets demanding lower prices

ïWill look to Chinese if good quality and support is offered

ÅMany international OEMs ïand component suppliers ïwill not survive

Wonderful M+A opportunities in next 12-18 months

Opportunity to acquire:

ïinternational technology

ïinternational brand and recognition

ïinternational distribution network



THE FUTURE OF OUR INDUSTRY

CONTINUED . . . .


