Glimmer of hope

In the epicentre of the recession

What began a good year ago as
a crisis in the American prop-
erty and financial markets has
since become a global recession
with impacts on virtually all in-
dustrial sectors and spheres

of life. Roto Inside spoke with
Chris Dimou, Roto market direc-
tor North America, about the
current situation in the Ameri-
can property market.

Chris Dimou, market director North

America

RI: The experts have not
reached a consensus on the
precise effects of the global re-
cession. Undisputed however is
the fact that the ‘'shockwaves’
had their origin in the American
property market and the related
finance sector. How are things
at the ‘epicentre’ today?

Chris Dimou: As of quite recently,
American economic experts have
been talking about the third stage
of the crisis in the housing market.
While stock-exchange speculators
and homeowners were affected by
toxic debt, the crisis has now af-
fected even those who a year ago
could still pay off their loans. The
main reason for this is the increas-
ing number of people losing their
jobs: the unemployment rate in the
USA is now around ten percent. Ev-
ery month an average of 665,000
people become unemployed. The
government under Barack Obama
has already recognised the urgency
of the situation. A rescue package
introduced in March 2009 demands
that banks and credit institutes ne-
gotiate credits with debtors again.
New proposals for easing the bur-
den on insolvent homeowners are
being discussed in the Senate with
some urgency.

RI: What role do the banks play
in the current phase?

Chris Dimou: According to an in-
vestigation by the US Federal Re-
serve Bank, in the past few months
the credit institutes in the USA have
considerably tightened the terms
for loans to consumers and compa-
nies. The quarterly ‘Senior Loan Of-
ficer Opinion Survey’ undertaken by
the FED central bank of banks and
insurance companies found that the
surveyed banks increased the inter-
est on credit in net terms by 70 per-
cent over their own financing costs
in the first quarter. This shows that
the banks are still treating the credit
business very cautiously after the
collapse of the market in the dis-
credited ‘subprime’ mortgages. But
at the same time they are skimming
off part of the interest-rate reduc-
tions of the federal bank.

RI: What effect is this cri-
sis having on the renovation
market?

Chris Dimou: This is the good news:

the renovation market sector is
defying the crisis. With a market
share of approximately 70 percent,
refurbishment is a relatively robust
market that cushions the negative
effects of the smaller new-build
market. At the same time, politi-

RI: What can an industrial con-
cern such as Roto do to emerge
strengthened out of the crisis?
Or is one condemned to sitting
tight?

Chris Dimou: No, | view defensively
sitting tight as the worst of all op-
tions. The crisis has of course not
passed Roto Frank of America by.
Our new strategic direction is fo-
cusing. We want to and must con-
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Is the American property market stabilising? Chris Dimou sees the first signs of

recovery.

cians have the opportunity to effec-
tively tackle the market weakness
with subsidy programmes for resi-
dential housing, for example for en-
ergy-saving measures or for renew-
able energies. In the USA we can
speak of some 128 million proper-
ties in need of renovation. The aver-
age age of the existing buildings in
America is 32 years.

RI: Even though forecasting is
currently difficult to make, with
which developments are you
personally reckoning on in the
next 12 months?

Chris Dimou: The US property mar-
ket is and remains the economic
pointer worldwide, because of its
size if nothing else. Where the fi-
nancial crisis started could also be
where the first glimmer of hope is
found. When the price decline in
the US market comes to an end,
this will certainly have a signal ef-
fect on other economic sectors. |
personally believe that an upswing
can be expected in the first half of
2010, especially since the position
in the ‘frozen’ credit markets will
improve.

RIl: What effects has the crisis
had for American window fab-
ricators, for Roto customers?
How are they coping with the
recession?

Chris Dimou: Most American win-
dow fabricators have first-hand ex-
perience of the crisis. The market
decline of 40 percent is reflected
par for par among the large play-
ers in the industry in particular. This
has resulted not only in large-scale
redundancies, but also in stock lev-
els being drastically reduced, re-
sulting in major changes in order-
ing behaviour. Many companies are
now attempting to diversify them-
selves by focusing on new market
segments (like the renovation sec-
tor) or new product groups (for ex-
ample European products).

centrate on the essential elements
in order to continue building the
strengths of the company. That
extends through all business divi-
sions. To be precise, the focus is
on sales and in particular on the
strengthening of the sales team in
the USA and Canada as well as the
professionalisation of all sales ac-
tivities. Also important to us is the
consistent stock reduction and the
adjustment of the cost structures
in the sense of right-sizing’. Last
but not least, the above-mentioned
points will be flanked through the
transformation of the company
from a product-focused to a market
and customer-orientated company.
For 2010 we will be well-positioned
and thus make our contribution to

the end of the crisis.
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