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Importantinformation

This document has been prepared for the purposes of supporting the oral presentation by KPMG delivered at ‘Malta’s Property Market Outlook: Trends and Expectations’ Conference,
held on 3 November 2023, and has been prepared in accordance with our terms of engagement with Malta Development Association (‘MDA’ or the ‘Association’), dated 10" June
2023.

Our duties in relation to this document are owed solely to the Association and accordingly we do not accept any responsibility for loss occasioned to any third party acting or refraining
from action as a result of this document. We understand and acknowledge that this document may be distributed and released into the public domain, in complete or summary form.
Our consent for the whole or part of our document to be copied or disclosed to any third party other than the MDA, or otherwise quoted or referred to in whole or in part, is on the basis
that we do not owe such third parties any duty of care as a result of giving such consent.

We have indicated in our document the sources of the information presented. We have not sought to establish the reliability of these sources by reference to information independent
of the Association, but where any relevant information has been obtained, this has been indicated in our report. We have, however, satisfied ourselves, as far as possible, that the
information presented is consistent with other information that was made available to us in the course of our work in accordance with the terms of the engagement letter.

Throughout this document, reference is made to comments received from industry operators during a series of consultation meetings. The views expressed by such industry operators
do not necessarily reflect our own. Our inclusion of any such comments or views expressed by industry sources should not be interpreted as an endorsement of such views, or as an
acknowledgement or otherwise of the veracity of such views.

In providing our services, we may have referred to and quoted from laws, regulations, directives or rules issued by regulatory bodies. We may have also commented on their general
or specific applicability to the subject of our engagement. We have done so in the context of providing you with additional insights relevant to the subject at hand, and should not be
construed in any way as the provision of legal services.

We must emphasise that the scope of the work required in this engagement is different from that required for an audit carried out in accordance with International Standards on
Auditing and cannot therefore be relied upon to provide the same level of assurance as an audit of financial statements prepared in accordance with those standards.

Our deliverable is also based upon publicly sourced information. Our reliance on and the use of this unaudited information should not be construed as an expression of our opinion on
it except as, and to the extent that, we may otherwise indicate in our report. We do not accept any responsibility or liability for the impact on our conclusions of any inaccuracies in
such information.

There exists a significant degree of judgement involved in selecting methods and basis for arriving at our findings, and a significant number of items may be subjectively considered
when arriving at such. It follows therefore that, whilst our findings will be one which we consider to be both reasonable and defensible, others may arrive at a different conclusion.
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Methodology

What?

» Construction Industry and Property Market Report — Seventh Edition, first published in October 2017

Construction and property industry is a key component of the local economy

Challenges in obtaining a comprehensive view of the industry and related property market performance

Growing ask by a broadening stakeholder base

KPMG Property Database — granular data on asking prices for all types of residential and commercial properties
from 2011 onwards.

Interviews carried out during April 2023 with MDA members and other industry stakeholders.

Data published by the Eurostat, CBM, NSO and CfR.
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Defining the building industry

GVA of the Building Industry as of 2022

I

less imputed rents
37%
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€1,103 M
(7.1% of total GVA)*
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Direct share of the building industry

GVA from the Building Industry

2018 2019 2020 2021 2022 H1 2022 H2 2022
(€ millions) (€ millions) (€ millions) (€ millions) (€ millions) | (€ millions) (€ millions)
GVA from Construction sector 466 616 628 656 693 339 336
GVA frqm r.eal estate activities 349 414 354 425 410 190 245
(excluding imputed rents)
VELE] (R0 1) SR TIE e 814 1,029 982 1,081 1,103 529 581
sector and real estate activities
Total GVA less imputed rents 11,226 12,434 11,729 16,563 15,428 8,046 8,900
% of total GVA 7.3% 8.3% 8.4% 8.0% 7.1% 6.6% 6.5%
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Direct share of the building industry (cont.)

EUR millions
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GVA growth in the construction sector in 2022

/ — Economic Sector

2016 2017 2018 2019 2020 2021 2022 GVA sectoral H1 2023

==NACE 41 - Construction of buildings Economic Sector

NACE 42 - Civil engineering
NACE 43 - Specialised construction activities
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Nominal Real

Growth Growth

NACE 41 — Construction of buildings 4.7% -4.7%

NACE 42 — Civil engineering -3.6% -13.7%

NACE 43 — Specialised construction activities 8.2% -8.2%

NACE group F — Construction Sector 5.7% -6.6%

Nominal Real

Growth Growth

NACE group F — Construction -0.9% -13.2%

NACE group L — Real Estate Activities 13.6% 1.8%
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Bullding industry Incontrast

8.6%

5.9%
3.2%

RER

9.4%

-2.4%

27.6%

9.0%

-10.0% -5.0% 0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0%
% Change
Source: NSO data
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O Total GVA

B Arts, entertainment and recreation, Repair of household goods and other
services

= Public administration and defence; compulsory social security; Education;
Human health and social work activities

O Professional, scientific and technical activities; Administrative and support
service activities

® Real Estate

@ Financial and insurance activities

B Information and communication

O Wholesale and retail trade; repair of motor vehicles and motorcycles;
Transportation and storage; Accommodation and food service activities

m Construction

O Manufacturing

® Mining and quarrying; Electricity, gas, steam and air conditioning supply;

Water supply; sewerage, waste management and remediation activities
O Agriculture, forestry and fishing
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Defining the bullding industry
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Economic Multipliers

Total
Economic
Impact

(€ ctl m
\*‘6 pe“a

Direct
Impact
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Industry Multipliers
Quarrying and Real Estate
construction Activities
Type | 1.77 1.43

Output Multiplier

Type Il AVAS 1.58
Value Added Type I 0.55 0.78
Multiplier Type Il 0.78 0.85
Employment Type | 13.20 3.62
Multiplier Type I 18.08 5.09

Source: Debono, Nathaniel., Cassar, lan., 2021. ‘Estimates of Industry specific
multipliers for the Maltese economy on the basis of the SIOT for 2015°, CBM.
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Economic Multipliers (cont.)

Estimation of the GVA contribution from the broader construction industry

Source of GVA contribution €000 % of total GVA
Construction

Output from construction 1,844,705

Construction Type 1 Value Added multiplier 0.55

Value added from construction 1,014,588 6.4%

Real Estate

Output form real estate (incl. imputed rents) 1,586,280
Real estate Type 1 Value Added Multiplier 0.78
Value added from real estate 1,237,299 7.8%
Value added from construction and real estate 2,251,887
Less inter-industry linkages (103,110) -0.6%
Estimated contribution to total GVA by construction and real estate 2,148,778 13.5%
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Economic Multipliers (cont.)
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Negative External Effects

Reduced quality of life due to noise
and air pollution

More time spent in traffic when
roads are closed for construction

Tourists may also experience a lower
quality of life due to inconveniences
caused by construction sites nearby.
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Positive External ETTects

Projects for open public spaces

Architectural aesthetics that
enhance the environment

B
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Industry viewpoints

KPMG
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bureaucracy

Licensing and
regulation
Licensing of
estate agents

materials and
cost of land
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PLANNING

Aesthetics

Catering for
growing demand

Population growth

MARKET
RISKS

On-plan sales
Interest rates

Malta’s tax
regime

Need for holistic
planning

Tie in with
economic model
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d.

OPPORTUNITIES

Shift towards
sustainable
buildings

Resurgence of
tourism market
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oncluding remarks onthe building industry

Building industry is
still an important
pillar in the economy

The economic impact of the industry
goes beyond GVA, and that is why it

is important to:

Ensure negative effects of
Even thouah it h il 5 e _ W construction activity are minimised
ven though It has A e : AT Ensure the industry caters for current

contracted in real : by d future d qi tainabl
terms during the past o Mk o TS ik B and future demand in a sustainable
manner.

year
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Steve Stivala

Director

Advisory Services
stevestivala@kpmg.com.mt
+356 2563 1052

Follow KPMG in Malta:

% in f o J www.kpmg.com.mt

Some or all of the services described herein may not be permissible for KPMG audit clients and their affiliates or related entities.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and
timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such
information without appropriate professional advice after a thorough examination of the particular situation.

© 2023 KPMG, a Maltese civil partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English
company limited by guarantee. All rights reserved.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organisation.
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