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Czech retail market under the microscope. The annual CBRE Shopping Centre Index is complemented by two extensive surveys between retailers and customers

· Despite the long-lasting lockdown from the beginning of last year, the footfall in regional shopping centres is almost unchanged
· The average basket increased by more than 10% to CZK 260 per visit
· Turnovers improved by about 15%
· The vacancy rate remained stable at 4.4%
· The rent increased by just under 1%
· “Omnichannel” strategies will play a key role in the future
· The biggest concern is from rising inflation and spending cuts 
 
Prague – 8 June 2022 – CBRE, the world leader in the commercial real estate advisory and retail property management, has published the results of its extensive Shopping Centre Index analysis, which annually assesses the performance of regional shopping centres over the past year. The main criteria are footfall, achieved turnover, the value of the average basket, rents, and vacancy rates. In addition, the 10th anniversary edition was exclusively complemented by two surveys: customer behaviour and the expected development and plans of the retailers. 

The obtained data show that the footfall in regional shopping centres in 2021 remained at similar levels compared to the previous year and the year-round total fell by 27% behind the figures for the pre-covid year of 2019. “Even though the footfall numbers suggest a change in customer behaviour, the trend in turnover shows that it is mainly a different frequency of visits and their planning. This is also confirmed by the year-on-year increase in the average basket by more than 10% to almost CZK 260 per visit to a shopping centre. More positive news is that last year, during the long-lasting lockdown, there was no such significant drop in footfall, which reached up to -70% in 2020. This is one of the reasons why retailers’ annual turnovers fell by more than 25% the year before last. However, last year, from the total turnover point of view, it brought a recovery of almost 15%,” commented Klára Bejblová, Associate Director – Retail Research for the Czech Republic and CEE region at CBRE. The shopping centres recorded very good results practically immediately after the reopening of the shops. These were motivated by, among other things, delayed consumption and on average they approached the 2019 turnovers. Despite this, the overall result of the turnover was affected by the 18-week lockdown, and so last year fell behind 2019 by about 15%.

Specialised retail fared best in terms of turnover 
The sector that saw the lowest drop in turnover (by “just” 6%) compared to 2019, was specialised retail. This result significantly affected the categories of goods not subject to sales restrictions. These were mainly the categories of Optics & Pharmacies (+11%) and Health & Beauty (-5%). These were followed by Electronics with a long-running online platform, which maintained one of the lowest drops in both years. While large-scale operators achieved better results in 2020, in 2021 the decline of only 14% compared to 2019 was driven by smaller specialised electronics stores (like iStores, Xiaomi and ETA)  

The most significant recovery compared to 2020 was felt by the sectors of Food & Beverage and Services, which together with leisure activities were fundamentally affected by protective measures even after the reopening of operations. Food & Beverage, which was the most dynamically growing segment in the pre-pandemic period, and which recorded an increase in revenues from -35% in 2020 to -17% in 2021 (compared to 2019), was positively influenced mainly by fast food operators. In response to government constraints, they introduced take-out windows and began offering the wider delivery of their refreshments. Restaurants with a drive-in option also achieved very good results.  

Despite a considerable recovery, the results of the whole year in the Fashion, Accessories and Sports sectors in 2021 were below a 20% decline compared to 2019. In Fashion, the best results were seen by the offer for Young apparel with a drop of about -10% and Lingerie stores with -17%. Only a slight improvement and a total decrease of almost 40% was recorded by women's fashion, where CBRE has already registered several brands leaving the Czech market. A significant difference was recorded by the Sports sector when comparing large-format operators (representing an assortment of sports equipment) with smaller shops (with a predominance of sportswear and accessories). For the former, there was an improvement from -28% to -14% compared to 2019, while for the latter it was only from -33% to -27%.

Average rents increased by about 1%
The vacancy rate of regional shopping centres remained almost unchanged in the year-on-year comparison at 4.4%. Thanks to ongoing government compensation programmes and the interest of shopping centre owners, there was no significant correction of average rents in 2021, which, on the contrary, increased by less than 1% compared to 2020. Nevertheless, taking into account the indexation, which was 3.2% according to the Czech Statistics Office, it follows that the average level of rent of newly-leased premises decreased by more than 8% year-on-year. 

The highest and also continuing growth in rents, which increased by 6% year-on-year in 2021 and 11% compared to 2019, was recorded by the electronics sector. It was mainly driven by “step-up” rents (which increase over time) at specialised electronics stores. A very common feature was the optimisation of space and the branch networks in individual operators. The effect of the change in the space had a significant effect on the correction of rents in the Services sector, where the average rental increase was 4% year-on-year, but the average unit size decreased by 4%. On the contrary, in the Household & Furniture sector, the average rental fell by 3%, but the average unit area increased by 8%. 

The highest growth dynamics of average rents were once again reported by the smallest units up to 100 m2, by 2.9% (0-50 m2) and 1.9% (50-100 m2) year-on-year. Compared to 2020, there was no decrease in average rents for other size categories above 100 m2, however, the significant decrease caused by repeated restrictions on retail at the end of 2020 affected the rent levels so that the resulting figures in 2021 were still below the level of 2019. 

The total retail sales increased in the Covid years. Thanks in part to e-shops
The ever-increasing purchasing power of the population has been largely spent on retail in recent years. Total retail sales increased by 0.1% year-on-year in 2020, while last year by 4.5%. During the lockdowns, however, purchases moved mainly to the online environment. Thanks to this, online increased year-on-year by 27.3% in 2020 and by 15.7% in 2021. This is also illustrated by the current CBRE survey among retailers. While 13% of the brands surveyed generated 21-30% of their total turnover in the online environment in 2019, it is currently 32% of the brands. We can observe an even more noticeable difference at retailers whose e-shop revenues account for 31-40% of their total turnover. Before 2020, none of the companies surveyed had reached such levels, while this year it is already 16%. In this context, there is an interesting comparison with the EMEA region. As part of the CBRE survey, only 19% of retailers reported that they achieved online sales between 21-30% and only 2% of respondents mentioned a share of online sales above 31% of the total turnover. These results illustrate the fact that the e-commerce platform in the Czech Republic has already found its place and has a long tradition. Moreover, with the advent of the pandemic, this trend has intensified.

“The coronavirus pandemic changed the customer behaviour and forced retailers to optimize sales channels, some of them also introduced new channels. For the future, the appropriately set ‘omnichannel’ strategy, combining multiple sales and communication channels, will play a decisive role in business success,” stated Jan Janáček, Head of Retail Sector and Advisory & Transaction Retail at CBRE, commenting on the results of the current survey: “If we assess turnover generated solely in physical stores without online sales, then 56% of retailers are currently at somewhere between 100-75% of their original pre-pandemic level and 12% are even higher than in 2019. It is interesting to compare with the EMEA region, where the return to the pre-Covid condition has taken place noticeably faster. Altogether, 36% of brands generate higher turnover than in 2019 and 40% are between 100 and 75%. Among other things, the significantly higher inflation in the Czech Republic compared to the Eurozone may have an influence.” 

Future threats: inflation, disruption of supply chains and wage growth
The dynamic growth of inflation and the associated reduced purchasing power of customers are perceived by most retailers (92% of respondents) as the most significant threat to sales in the near future. More than 50% of respondents admitted concerns about supply chain disruption, and 36% of the brands were scared of a sharp increase in wage costs and a slower recovery of tourism. A long-term labour shortage remains an equally critical factor for retailers. On the other hand, only 24% of respondents see another wave of Covid-19 as a potential risk (as opposed to the EMEA region, where the vast majority of retailers consider a potential autumn wave of the pandemic to be the biggest risk). 

However, despite the aforementioned concerns, retailers are bouncing back after two difficult years, and almost three quarters of respondents even plan to expand and open new branches in the foreseeable future. These are particularly companies from the Sports and Food & Beverage segments. Fashion and Health & Beauty brands are also preparing to expand, but at the same time they expect to close non-profitable stores. 

Customers have moved part of their purchases to the online environment. However, they prefer the option to pick-up in person 
The second CBRE survey focused on customer behaviour. It shows that people learned to shop online during the pandemic. "People are currently buying food in e-shops 2 times more often than before the pandemic, which means every fourth purchase. For drug and pharmaceutical goods, it is 3 times more often and 2 times more often for clothing and footwear. People are having refreshments from restaurants and cafés delivered up to 3 times more often, but at the same time they physically visit these businesses at a similar frequency as before the pandemic. They probably need to rest after a long period of home cooking, and they seem to be cooking less than they did in the past. Electronics were often bought online before the pandemic, so it only recorded a minimal increase, but even so, customers make every second purchase online,” said Pavel Urban, Head of Property Management - Retail and Marketing - Retail at CBRE, adding: “If customers buy goods from an online store and can also pick them up at a shop in a nearby shopping centre, three quarters of people prefer to pick them up in person. In the category of 18 to 25 years of age it is even 95%. Young people, while spending a lot of their lives in the online world, also desire a personal experience. Other customers will combine picking up a package with other purchases or running errands. Thus, it is imperative to start perceiving both worlds (online and offline) synergically. Retailers should try to satisfy the needs and wishes of the customer and it is evident that connecting the brick-and-mortar store with an online environment is convenient for customers.” Most people see the main advantages of online shopping in the possibility of comparing prices, as well as in saving time and getting a wider choice of products. Only a minimum of people perceive the advantage of online shopping in the possibility of avoiding places with a higher concentration of people, i.e., the fear of getting an infectious disease has already become a negligible barrier.  

According to current turnover figures and traffic, we can say that customers have returned to the centres and that they like to shop in the brick-and-mortar stores. Meanwhile, most prefer social and shopping centres with a range of leisure activities (two-thirds of customers aged 18-34). However, it is clear that smaller, regional centres with a wide range of services and local retailers, as well as retail parks, also sharply increased in popularity during the pandemic. 

“As far as current customer concerns go, 86% of the respondents in our survey said they have felt price increases and intend to adapt their behaviour by reducing spending. They want to save most on visits to restaurants and cafés, but also when buying electronics, household equipment, sporting goods, clothing and footwear. They also want to reduce spending on entertainment. On the contrary, they do not want to save on food and currently even on travel. After years of Covid, people have the need to enjoy this year's holiday to the fullest,” concluded Pavel Urban.

About the Shopping Centre Index
The CBRE Shopping Centre Index is the only market indicator that constantly monitors the performance of regional shopping centres in the Czech Republic, as it has since 2013. It analyses a sample of 21 shopping centres in regions (except Prague) with a retail area exceeding 600,000 m2, i.e., more than 35% of the total volume of shopping centres in the regions. Approximately 70 to 85% of the space is comprised of shopping malls, with the remainder taken up by grocery chains, multiplex cinemas and other leisure concepts, such as children’s corners, bowling alleys, casinos or car washes, which are found in up to a third of the centres. These segments (apart from the shopping malls) are not part of the index, because they could cause a distortion of the results. 

More about the current surveys
The customer behaviour and preferences survey was conducted between 11 and 29 April 2022, with the group of respondents representing almost 700 customers. The survey of retailers' expectations and strategies took place between 25 April and 5 May 2022, with the group of respondents comprising more than 25 retailers operating in the Czech Republic in 1250 stores/units in 6 main segments. Both surveys aimed at identifying what changes had occurred after the Covid-19 pandemic in 2020 and 2021 and in the current economic and geopolitical environment in the Czech Republic. 

ABOUT CBRE RETAIL
CBRE is an expert in the management of retail premises, currently managing 23 retail properties throughout the Czech Republic. It provides extensive and comprehensive consultation in the area of the purchase and sale of retail assets, the leasing of retail space, the representation of tenants when entering the Czech market and the optimisation of the network of shops and also the administration, marketing and concept design of shopping centres and retail parks. Last, but not least, it is the leader in surveys of the retail market and customer behaviour.
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ABOUT CBRE:
CBRE Group, a Fortune 500 and S&P 500 company headquartered in Los Angeles, is the world’s largest commercial real estate services and investment firm (based on 2021 revenue). With more than 100 000 employees, it provides services to property owners, investors and occupiers in more than 100 countries around the world. CBRE offers a broad range of integrated services, from facility management and maintenance, commercial transactions, project management and investment management to appraisals and valuation, property leasing and sales, strategic consulting, mortgage services and development services. With almost 350 employees, CBRE Czech Republic manages almost 75 commercial buildings with a total area of nearly 1.2 million m2. For more information, visit the company’s website at www.cbre.cz.
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