retail
LIVING

ISSUE 3 ● JULY/AUGUST 2020

RETAIL, LEISURE, FOOD & BEVERAGE

INTERVIEW
Andrew Vaughan on
Redevco’s retail strategy
SLOVENIA SHOWS THE WAY
SES opens a centre for the
future in Ljubljana
A MIXED-USE OPPORTUNITY
Built assets repositioned

Brand Profile
Orsay International
research | analysis | trends | strategy | insight

2

Living Retail July/August 2020

Introduction

‘‘
It has been
very noticeable
that there is a
new focus on
community.
Richard Betts,
Publisher

Community, resilience
and opportunity
Welcome to the latest issue of Living Retail.
This issue was originally scheduled to be
published in April, but we decided to publish
only once the shops, restaurants and bars
were able to start opening their doors again
across Europe and share a clearer insight on
the future direction of the industry.
We do not forget, however, that the world has
seen over 600,000 deaths and our thoughts
continue to be with all of those affected by
the virus and especially those who may have
lost loved ones, colleagues or industry friends
– wherever they may be in the world.
The retail industry has responded to the crisis
and it has been very noticeable that there is a
new focus on community and especially on
neighbourhood shopping. Food retail has
also come into sharp focus during the crisis
and Greenman CEO, Johnnie Wilkinson (page
16) shares his insights on how food retailers
now have a clearer view on the sector’s future.
In this issue we focus on the future and
analyse the potential influence of coronavirus
on the retail and leisure real estate markets
(page 8). The sheer speed at which the health
crisis has accelerated a number of the
existing trends in the market has been a
common theme throughout our interviews
and briefing events and this is also picked up
by Andrew Vaughan in our CEO Interview

Contributing Editor James Wallace
james.wallace@realassetmedia.com

(page 18), highlighting Redevco’s strategy
and its focus on streamlining and opting for
‘quality over quantity’.
We also learn why ‘physical retail is still in
fashion’ from Matthias Klein, CEO of fashion
retailer, Orsay International (page 22), who
shared his insights at Real Asset Media’s
recent European Retail Outlook Briefing.
As outdoor spaces, health and leisure
become more important, Thomas Mark
at MK Illumination highlights the benefits
of transforming outdoor areas (page 28),
while Michael Harrison, co-founder of
Gravity, shares his views on the crucial
role of leisure in the post-pandemic retail
world (page 34).
The acceleration of a existing trends has
created a ‘historic opportunity for urban
mixed-use’, according to Herman Kok, head
of research at Meyer Bergman (page 38)
with the shift of consumer spending from
bricks-and-mortar stores to online, and the
rise of agile or remote working.
There are also positive market signs for the
retail and hospitality sector as Slovenia opens
the first new shopping centre since the end
of lockdown (page 30) and we get the
perspective of Marcus Wild, CEO of SES. We
also pick up on the some of the latest
research from the ULI (page 42) and look
towards the future with Bill Kistler (page 36).
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Pandemic turbocharges
UK trend towards online
The UK has long been number one
in Europe in terms of e-commerce
penetration, but the Covid-19
pandemic has turbocharged the trend.
According to new data released by
the Office of National Statistics (ONS),
online sales reached the new record
high of 33.3% of all sales in May,
compared to 20% in February. British
shoppers now spend £3 out of every
£10 on the internet.
The ONS paints a relatively positive
picture of a progressive increase in
sales after the lockdown restrictions
were eased in the UK and non-essential
shops were allowed to open. After
the -18% recorded in April, when
everything was still closed, sales rose
by 12.3% in May and then by 13.9%
in June. While the figure for June was
a -6.2% drop compared to the same
month last year, the two monthly
increases in May and June have
brought total sales to similar levels as
before the pandemic.
A further improvement is expected
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in July, but the ONS warns that the data
masks a very mixed picture, with food
sales continuing to do well and the
high street still struggling.
The ONS and all economists warn
that the future is very uncertain and
consumer confidence is expected
to remain low. With the end of the

government’s furlough scheme
in October, which has supported
employment throughout the crisis,
a wave of redundancies is expected.
Given the level of job insecurity, over
the next few months customers may
have a very cautious approach to
discretionary purchases.

Tech has key role to play post-Covid
The role of technology and
communications technology in
particular is going to be even more
important post-Covid than it was
before the health crisis, according to Ed
Cooke (pictured), new global growth
director at Toolbox Group.
The ability to get information to
the right people at the right time in
the right format from anywhere in
the world and to create an ecosystem
where property owners are talking to
their occupiers and beyond is going
to be the focus of business operations,
said Cooke.
The retail sector was going through
a period of transformation before
Covid-19 and according to Cooke
“the health crisis and the economic
consequences are going to accelerate
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what was likely to be an outcome in any
case – retailers continuing to struggle
with the competition and with the
increasing cost base”.
Cooke sees technology supporting
both property owners, retailers and
other occupiers in future, so that we

still have a sustainable retail sector and
retail property market.
It will do this in two main ways, he
said. First, the transfer of information
between each party about the
performance of those assets.
“Technology can provide a platform
to deliver both sales information and
analysis of that sales information so
that better decisions are made by the
property owner in partnership with the
retailer,” said Cooke.
Second, technology can also support
efficiencies and business operations at
an asset level, whether that is in terms
of utilities or matters around health and
safety or documentation. “There are lots
of ways that those efficiencies can be
created using technology which will
benefit both owner and occupier.”
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SUPR REIT
invests in UK
supermarkets
Supermarket Income REIT (SUPR)
has been active in the UK market
deploying the proceeds of its
recent equity raise with two
investments in July.
The first acquisition was a
portfolio of Waitrose supermarkets
via a sale-and-leaseback
transaction with Waitrose &
Partners for £74.1m, followed by
the purchase of a Tesco Extra store
in Newmarket for £61m.
Ben Green, a director of Atrato
Capital, the investment adviser to
SUPR, said: “This modern Tesco
Extra is a great addition to our
growing portfolio of omnichannel
stores.” SUPR has a strategy of
investing in the “future model of
UK grocery”, he added.
The food retail sector has been
one of the areas brought into
sharp focus during the health crisis
and has seen record growth figures.
Supermarket sales rose sharply
in the UK during the lockdown
with figures from Kantar showing
sales growth of 19% with online
grocery the strongest performer,
up 91% (4 weeks to June 14).

Retail sales in Poland
bounce back after May
Retail sales have bounced back
in Poland after the lockdown and
prospects are bright. According to a
new report by BNP Paribas, footfall has
been higher than expected, starting
at 68% of pre-Covid-19 levels the first
week after the re-opening of shops and
actually increasing over the following
weeks to an average of 80% of previous
levels, despite social distancing
measures and the obligation to wear
masks and gloves.
Another positive sign is that average
turnover has been growing week by
week. The drop in sales from January to
May has been contained to -6.2%. The
biggest legacy of the pandemic seems
to be the wave of renegotiations of
lease terms in retail schemes.
“The available data show that
small and medium-size assets, those
representing the so-called ‘convenience
shopping’ format, performed better,”
said Patrycja Dzikowska, head of
research and consultancy at BNP
Paribas Real Estate Poland. ‘Projects
with an extensive entertainment
and food service, which have to
operate under very strict sanitary
conditions, find it more difficult to
regain previous customers.”

The best-performing assets were
located in the south-west of the
country, and the weakest ones were
those closest to the eastern border. In
the past, these used to be popular with
customers from across the borders with
Ukraine, Belarus, Lithuania and Russia,
which are currently closed.
Supply of new space is expected to
remain modest this year. Among the
rare openings in Q2 was the mixed-use
Elektrownia Powiśle project in Warsaw,
an example of urban regeneration
which includes the first-ever Urban
Outfitters flagship store in Poland.

Polish modern retail stock by format
n Traditional
shopping centres

18%

n Outlet centres
9%
2%

70%

n Retail parks
n Retail
warehousing

Source: BNP Paribas Real Estate Poland

Swiss Life is taking over the Glatt shopping
centre in Wallisellen, Zurich, from the
Federation of Migros Cooperatives (FMC).
The centre is one of Switzerland’s largest
and most popular shopping centres with
revenue amounting to CHF600m (€558m)
and 53,000 sq m of retail space.
The purchase price has not been
disclosed but industry sources suggest it
could be circa €1bn. Migros will continue
to maintain a high presence for customers
in the Glatt shopping centre.
The new owner wants to develop the
shopping centre over the long term in
cooperation with the centre management
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and is taking over all the operational
employees and leases of the Glatt centre.
Swiss Life is the owner of the largest
private real estate portfolio in Switzerland
and holds real estate as a long-term
investment. Stefan Mächler, chief

investment officer, said: “In addition to an
attractive selection of shops and brands as
well as catering options, the Glatt centre
has repeatedly developed innovative
new formats in recent years. It is one of
the pioneers in Switzerland in combining
shopping, experience and meeting place.
“We want to continue to strengthen this
market position in the future and we are
convinced that the Glatt centre is a very
attractive investment property over the
medium to long term.”
The deal is likely to be welcomed as
a positive sign for the retail real estate
markets.

Wikimediacommons/Roland zh

Swiss Life acquires Glatt shopping centre
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Where now
for retail and
hospitality?
Retail and hospitality are among the most affected
sectors from the Covid-19 pandemic, after the forced
economic hibernation shuttered shops, restaurants, bars
and leisure centres as governments prioritised public health
over economic activity.
The fate of the sectors remains in a parlous state with the
near-term fortunes intertwined with a host of ‘foreseeable
unknowns’ which could tilt retailers into renewed crisis or
revival. Retail, leisure and hospitality are far from alone in
this precarious situation and indeed may be well served by
looking beyond traditional peer groups to navigate a path to
survival. The primary consideration, of course, is the public
health crisis itself. Without a vaccine with proven efficacy
and global distribution, the threat of a second wave lingers –
we could face multiple periodic outbreaks forcing repeated
quarantines.

provide more headroom to navigate the coming weeks and
months. By comparison, Hammerson reported collecting only
16% of rent due in May and June, while British Land collected
36% of rent due to from its retail portfolio. Other retail
landlords, however, have lower access to liquidity and face a
more serious solvency issues, as witnessed by Intu, a lesson
that will ring loudly throughout the retail sector.
The REIT was already teetering on the financial precipice
before the pandemic and sought (unsuccessfully) via the
government’s Covid Corporate Financing Facility (CCFF). It
was an attempt to conflate its own overly complicated £4.5bn
debt structure, plus its longstanding insufficient reaction
to the pace of consumers switching to e-commerce, with
the onset of Covid-19. The ongoing restructuring will likely
lead to piecemeal sales of Intu’s portfolio, including the
Trafford Centre in Manchester, Merry Hill in Birmingham and
Metrocentre in Gateshead.

Such considerations inform the strategic planning of retailers
and landlords. Survival and revival will require a closer
partnership between retailer and landlord, in which both
parties are transparent about liquidity and solvency. Retailers
may be required to provide landlords with real-time sales
data and customer foot traffic, and peg rent to revenues and
switch to monthly, rather than quarterly, payment schedules.
Landlords will similarly be responsible for transparency
around their solvency position.

So far Intu is the most notable retail landlord administration,
but it is unlikely to be the last. The retail industry’s ability to
pay the rents to landlords has been diminishing for years.
According to a survey of six of the UK’s largest property
management firms by Remit Consulting, just 41% of retail
tenants paid their rent for the second quarter on collection
day in March.

For example, Great Portland Estates has reported liquidity
strains. The West End REIT collected just 28% of rent owed
in June by its retail, restaurant and leisure portfolio which
has required a renegotiation with its lenders. While Great
Portland Estates claims that it could have made loan
repayments if necessary, the REIT sought the concession to

“As shops gradually reopen the situation should slowly
improve but the ongoing social distancing measures
mean that some retailers may need quite a lot of help from
landlords to stay in business,” says Ian Forrest, investment
research analyst at The Share Centre. “With many people
turning to online shopping in recent months there’s also a
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The crisis has been a catalyst that forced consumers to move further
towards e-commerce by necessity, accelerating the arrival of the same
future for retail. James Wallace reports

RENT PAYMENTS UNDER PRESSURE
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question about how much of that spending will return to the
high street when all the restrictions are finally lifted. This is
a trend which has been moving in that direction for several
years and Covid-19 may simply have accelerated it.”
This is borne out by research from Prologis, which says
e-commerce penetration rates increased faster in the first
four months of 2020 than at any time over the prior decade.
Rishi Sunak, the UK chancellor, has provided further support
to the ravaged sector, cutting VAT from 20% to 5% across
hotels, restaurants, theme parks, cinemas and other leisure
centres. An “eat out to help out” discount voucher scheme
has also been launched, giving a 50% discount to customers
on meals eaten in restaurants and cafés on Monday to
Wednesday throughout August. Up to £10 per person can
be claimed, with businesses able to recover the money from
the government. It is hoped the scheme will boost footfall
on high streets and in shopping centres to help a broader
pool of retailers, at a time when the government’s furlough
scheme is coming to an end.
Helen Dickinson OBE, chief executive of the British Retail
Consortium, says: “With lockdown measures easing,
consumers are slowly re-emerging onto their high streets,
shopping centres and retail parks. Footfall levels are still well
below pre-coronavirus levels; however, the decline was softer

than it was in May thanks to the reopening of non-essential
retail stores on 15 June.”
Retail parks have performed the best because they have a
broad mix of retailers, more space and on-site parking, she
adds. However, high streets and shopping centres are quickly
catching up. “UK recovery has been sluggish, especially
compared with European standards, but retailers with stores
remain hopeful that the reopening of hospitality will provide
a welcome boost.
“We hope that some of the measures taken to support the
hospitality industry will benefit footfall for retailers who are
near restaurants, bars and cafes. However, unless footfall
returns to UK streets, the government must be prepared to
step in and take further action to boost demand, such as
widening the VAT cut to include retail goods.”

SALE-AND-LEASEBACK OPTIONS

Another solution open to owner-retailers is sale-andleasebacks (SLB), but selling retail-led assets in the current
market, and in light of the difficulty faced by retailers
in making rental payments, will not be attractive to all.
Some retailers may prefer to hold on to their properties to
avoid this issue, while others may see the SLB option as an
opportunity to take capital out of real estate assets and put
it into the core retail business or invest in improving their

Unless footfall returns to UK streets, the
government must be prepared to step in and
take further action to boost demand.
Helen Dickinson, British Retail Consortium
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Ongoing social distancing
measures mean that some
retailers may need quite a
lot of help from landlords to
stay in business.
Ian Forrest, The Share Centre

omnichannel strategy to ride the e-commerce wave.
On balance, Savills predicts activity will remain subdued
in 2020 but increase in the latter part of 2021 as the retail
investment market as a whole starts to recover. In 2019,
€2.4bn in Europe-wide retail SLBs were recorded, led by
supermarket retailers, a trend expected to change in light of
grocery outlets largely being spared the worst repercussions
of Covid-19, with some even benefiting from lockdown
measures as consumers were forced to eat at home.
“Food retailers have been beneficiaries of a huge shift in
consumer behaviour, almost overnight,” says Lydia Brissy,
director in the European research department at Savills. “For
many, the strong resilience during this period has caught the
attention of investors to help them to diversify their offer.
For food retailing, Covid-19 has highlighted the need to
develop its omnichannel strategy by offering/expanding
delivery and drive-in services, which will require investment.”

Above
and below
left: Social
distancing
measures are
still in place
in restaurants
and shops

second half of 2021 when downward price correction will
be sufficient to highlight the retail risk premium over other
assets classes and attract opportunistic investors,” says Oli
Fraser-Looen, co-head of the regional investment advisory
EMEA division at Savills.

HIGH STREET CONSUMERS MORE FOCUSED

Another theme across European markets where shops have
reopened is that while customer numbers have been down,
consumers have spent less time but more money as they
have adapted to social distancing requirements. In Germany
retail sales bounced back by 13.9% in May from the previous
month, according to seasonally adjusted data from the
Federal Statistics Office.
Germany has been among the most effective countries in
adopting contract tracing, which has minimised infections
and improved confidence in the management of the public
health crisis, which has supported the retail, leisure and
hospitality recovery. n

A possible stream of distressed SLBs is expected in European
countries most impacted by Covid-19, such as the UK, Spain,
Italy and France, as retailers seek to unlock capital from
headquarters office buildings and, more importantly, from
distribution centre and supply chain properties. “Based
on the above-mentioned conditions and forecasts, we do
not expect retail SLB to pick up significantly before the
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Historical data shows two large waves of retail SLB
transactions. The first, in 2007 before the GFC, was led
by strong investor demand, notably core investors. The
second wave, in 2010, was predominantly led by
opportunistic investors seeking distressed retail sales,
according to Savills. Indeed, the decision to undertake
an SLB may be forced by circumstance, rather than
management prerogative.
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Retail and the pandemic

Crisis advances long-term
changes to retail models
New strategies and a fresh approach
are needed to overcome the challenges
the retail sector is facing. The epidemic
and subsequent lockdowns have forced
retailers to accelerate changes that
were due to happen anyway.
That was the overwhelming message
at Real Asset Media’s European Outlook:
Retail Investment briefing in July.
‘The problems have been there for a
while but until now there was no real
sense of urgency in the sector,’ said
Chris Igwe, retail adviser and president
of Igwe International. ‘Years ago I told
retailers they should reduce their
portfolios by 25% or even 40% because
they had grown too much, especially in
fast fashion with excessive inventories,
but now reduction in portfolios is
unavoidable’.

TIME TO REFLECT

It is a difficult time, especially for
landlords that have vacancies, but
it’s also a time ‘to reflect and revise
strategies in a clear and focused way’,
he said.
Disruption has been a constant
for the sector, first with the shift to
shopping online and then with the
onset of the pandemic.
‘The upshot is that the space race is

‘‘

In Germany we see hundreds of
shops and department stores
closing, so we must focus on the
opportunities instead.
Rowan Verwoerd, Redevco

over,’ said Rowan Verwoerd, portfolio
director, Germany, at Redevco.
‘Covid-19 has accelerated the trend.
In Germany we see hundreds of shops
and department stores closing, so
we must focus on the opportunities
instead.’
That means as traditional stores
close, new trends must be explored.
‘We see an acceleration of existing
trends such as mixed-use, which is
on the rise,’ said Herman Kok, head
of research at Meyer Bergman. ‘In
cities, this means creating urban areas
where people can work, live, shop and
socialise’.
Getting the mix right is a fine art,
though, especially as things are shifting
constantly. F&B, for example, has been
more than doubling its share from 10%
to 20-25%, but now it has had to retreat
because of coronavirus.
‘There is no perfect mix of tenant,’

said Igwe. ‘There was a trend to do less
traditional retail and more leisure, but
distancing requirements make that
difficult. It is also difficult to make the
figures stack up, because leisure usually
has tighter margins and pays less rent.
A lot of rethinking is going on.’
Another positive trend that is worth
exploring is the outlet model, Igwe
said: ‘Outlets create a collaborative
environment because the owner has
a vested interest in the success of the
shops and the retailers believe in the
project, so it’s also a good starting point
to fix the relationship between tenant
and landlord which is now broken.’
At the moment, investor sentiment
towards the sector is definitely
negative. According to a poll
conducted by Real Asset Media, 81% of
respondents said they would reallocate
resources and only 19% were willing to
invest more in retail.

Retail needs to wake up to changing habits
Repositioning has become a must in
the retail sector. ‘There is a massive
restructuring going on in the market and
landlords have to add value, unlocking
the potential of each building by
maximising its use,’ Herman Kok, head of
research at Meyer Bergman, told Living
Retail. ‘It’s becoming ever more urgent.’
In inner cities now there is an
opportunity to transform stores,
especially department stores, into offices,
residential, hotels or mixed-use.
‘The amount of retail in a building must
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be reduced and integrated with other
functions,’ added Kok. ‘There are
difficulties with urban planning, because
some city authorities still have to get used
to the fact that retail supply will have to
reduce and that the role of that building in
the urban fabric will have to change.’

RADICAL TRANSFORMATION
Adaptability and flexibility are key for all
stakeholders involved, but the starting
point has to be the realisation that the
sector is undergoing a radical

transformation and that people’s habits
have changed.
‘The fact is that people don’t want to
shop in a six-storey department store
anymore,’ said Rowan Verwoerd, portfolio
director, Germany, at Redevco. ‘Fashion
retail on the ground floor can still make a
good turnover, but there needs to be a
change of use for the upper floors. We try
to repurpose that floor space into hotels,
F&B, residential, maybe a supermarket in
the basement.’
In a snap poll carried out by Real Asset
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Quick recovery is still possible

Now that life is slowly returning to
normal it is expected that more
shoppers will continue to buy online
and more will postpone purchases
and will have to be lured back.
Most are expected to return to their
favourite brands.
‘We believe these profound changes
in buying behaviour will change the
face of stationary retail,’ said Loose.
‘Retailers need to adopt a strategy that
includes both e-commerce and the
store experience to attract and retain
their customer base’.

In the UK, initial signs after the
end of lockdown point to reduced
footfall, partly due to lingering
fears over safety and partly to the
prospect of recession and large-scale
redundancies that has dampened
consumer demand. A series of highprofile retail insolvencies have added
to the gloomy picture for the sector,
while rent decreases vary between
-25% and -50%.
‘Pre-Covid-19 retail was
entertainment and leisure time
spent shopping,’ said Christiane
Conrads, head of German real
estate desk at PwC Legal. ‘PostCovid we see reduced footfall and
a change in consumer behaviour
which leads us to question whether
the basis for business and related
lease contracts still exists the way it
used to be.’
There will have to be changes
to move forward, she added. The
most important is to create an
alliance between landlords and
tenants based on shared interests
and a common goal.
‘It is in the landlord’s interest to
help the tenant and create a common
understanding,’ said Conrads. ‘Both
parties are in the aftermath of the
pandemic together and both want
to increase footfall, retain their
loyal customer base and gain new
customers.’

Media, nearly half of respondents (48%)
said they believe that food-led retail will
perform the best, well ahead of urban
mixed-use, high street retail and out of
town retail. Urban shopping centres came
last with only 4% of respondents
expressing a belief in their future.
More lateral thinking is needed to
bridge the sector across these difficult
times. ‘I would love to see more
innovation, more pop-ups in a more
structured and coordinated form and also
more independent stores,’ said Chris Igwe,

president of Igwe International. ‘Retail is
an extremely resilient sector with some of
the brightest minds in the business. What
we need most in our industry is visionary
leaders to point the way forward.’
In the medium-to-long-term the sector
will recover and find its place again.
‘Shopping malls are suffering now, but I
believe that good retail will come back,’
said Rowan.
‘History shows us that cities always
recover from pandemics, and this will be
no exception’, added Kok.

A CHANGED WORLD
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‘‘

It is in the landlord’s
interest to help the tenant
and create a common
understanding.
Christiane Conrads, PwC Legal

‘‘

‘There can be a retail
recovery in the next nineto-12 months if Covid-19
is brought under control.’
Thorsten Loose, PwC Germany

Adobe Stock/zhu difeng

The health emergency has changed
consumer behaviour, but the retail
sector can still recover within months
if there is no second wave of the
pandemic.
‘There can be a retail recovery in the
next nine-to-12 months if Covid-19 is
brought under control,’ Thorsten Loose,
senior manager at PwC Germany, told
Living Retail. ‘Growth will return, but
retail will have changed significantly.’
The prediction is that the lockdown
has changed consumer behaviour
permanently. A PwC survey shows there
was a surge in e-commerce demand.
The survey of 1,600 adult consumers
asked the question: How has your
shopping behaviour changed from
before Covid-19 compared to the last
two weeks? (see graph)

Fashion can still work in department stores but many
will have to change to reflect modern retail trends
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Launches 17-18 September 2020
With many global events currently cancelled or
under review Real Asset Media is launching a
new initiative designed to bring the real asset
community together under one virtual roof.
REALX.global is a new virtual trade fair using
innovative virtual reality and the latest technology,
enabling exhibitors, attendees and leading
speakers from across the industry, government,
regions and cities to connect, network, create
private meetings, showcase and explore new
and existing projects and help drive business
relationships.
The REALX.global Exhibition Hall features a 3D
floorplan allowing exhibitors to choose their
preferred position and create their own stand
using existing designs, or build a bespoke stand
using the latest technology to produce an amazing
experience for both exhibitors and attendees.
At REALX.global, attendees will benefit
from an industry-leading conference agenda
designed to kick-start ‘return to the business’ in
September and January. A truly global event,
REALX.global will include speakers and attendees
from across the world to share insights, connect and
drive cross-border investment and business.
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Food retail

Food retail comes
to the fore
STRATEGY

Johnnie Wilkinson, CEO of investment fund manager Greenman,
describes how food retailers have coped during the pandemic
In January, I think it is fair to say that many of us in the
sector were still trying to predict how online food retail
would mesh together with bricks and mortar stores and clickand-collect models in an industry where operating margins
are notoriously low, especially in Germany.
Several months into the Covid-19 pandemic and arguably the
most severe test our investment model has seen, we are now
much clearer on the future of the sector and the role that
bricks and mortar will have within it.
Notwithstanding the significant challenges posed by
Covid-19, the insight this crisis has provided is likely to prove
invaluable in shaping our approach to the future.

non-essential retailers to food retailers, as well as utilising
unlet space as storage facilities to ensure supply chains
remained open.

GMO PERFORMANCE

The fact that our GMO portfolio is significantly weighted
towards essential retail meant that our performance was not
as severely impacted as those with exposure to other retail
sectors. At the height of the lockdown in Germany, GMO
was still able to collect 86% of all its rental income, despite
the German government allowing businesses to delay these
payments. This figure bounced back to 94% in June and we
expect to recover a sizeable portion of the unpaid rent over
the next few months.

As the operator of Greenman Open (GMO), one of the largest
German food-retail focused real estate funds on the market,
we found many of our tenants thrust into the eye of the
storm, classed as providers of essential services that had to
remain open throughout lockdown. After all, there are 83
million people in Germany and they all need to eat.

On the investor side, the fund’s performance and the
continued strength of the food retail market in Germany
enabled us to collect €44.7m of investment inflows into
GMO in Q2, making it one of our strongest quarters on
record.

Essential retailers, which include both supermarkets and
pharmacies, generate 83% of GMO’s income. Food retailers
experienced unprecedented demand as the pandemic took
hold. Edeka, which sells 30% of all groceries in Germany
and represents 30% of GMO’s income, experienced a large
increase in turnover.

Despite having to adjust our working practices, we have
continued to work on and execute deals, due in large part
to the market knowledge and relationships we have been
built up over several years. For example, GMO signed its first
ever development framework agreement during lockdown.
The deal to purchase three hybrid centres anchored by
German supermarkets is a good example of how we intend
to access better value for investors by taking advantage of
off-market opportunities.

To help Edeka and other supermarkets cope with the surge in
demand, we were able to facilitate the transfer of staff from

ACQUISITIONS AND DEAL PIPELINE

Rather than investing in online grocery services and
the extra logistical infrastructure to support growth,
we are seeing supermarket retailers allocate more
space to click and collect services. .
Johnnie Wilkinson, CEO, Greenman
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Greenman

What is clear from the pandemic, however, is that there will
be changes to the way many of our retail centres operate in
the future. The stress caused by the pandemic has served to
accelerate the rate of evolution in the sector, highlighting
significant opportunities for bricks and mortar assets
and exposing some of the technical and infrastructure
weaknesses in the online grocery model.
Rather than investing in online grocery services and the
extra logistical infrastructure to support growth, we are
seeing supermarket retailers allocate more space to click and
collect services. These convey several advantages, including
the potential to generate additional in-store revenue,
while allowing supermarkets to economise in other areas,
for example by using the same fulfilment areas, staff and
inventory management systems.
What’s more, rent for last-mile delivery fulfilment centres
in Germany is now on a par with rent for food retail space,
having moved from circa €3/sq m to €9/sq m, which is
squeezing the margins available to online retailers further.

a good alternative strategy, we now believe a more
fundamental approach is required.
As a result, we have set ourselves the target that by 2025,
5-10% of the income generated by the fund will come from
non-rental items, such as data, sales to customers, additional
fulfilment for the supermarkets, click and collect and return
services.

Above and
below:
Essential
retailers,
which include
supermarkets,
generate 83%
of GMO’s
income

In short, we believe it is time to look beyond rent as the sole
income stream for the fund.
In the meantime, as the sector and our tenants continue
to work through the pandemic, we intend to remain at the
forefront of innovation, driving through change where it is
needed and collaborating with our tenants to test and trial
new technology and working practices along the way.
Even though our centres account for c€1bn of grocery sales
in Germany, which is only 0.5% of the market, it is enough for
us to continue to be part of the conversation about how our
sector adapts to the future retail environment. n

There have also been longer-term shifts in European
planning regulations, with largescale food retail building
permits harder to get. This has exacerbated the move
towards mixed-use developments, often with food retail on
ground floors and residential space above. We expect this
trend to continue as Covid-19 makes social distancing on
upper floors more difficult.
In a recent survey by Greenman, just 3% of our customers
said they would consider shopping for groceries online,
compared with 31% for clothes. We remain convinced that
the bricks and mortar store is here to stay.

RETHINKING INCOME GENERATION

The pandemic has forced us to rethink how we generate
income from our tenants and how we use the non-essential
retail space in our portfolio. Whereas pre-Covid-19, changing
the tenant focus to food and beverage was considered
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Retailing with a new
sense of purpose
STRATEGY

Redevco’s Andrew Vaughan tells Nicol Dynes how the retail investor has
streamlined its portfolio to prosper in today’s rapidly changing market
Physical retail is still worth investing in, provided three
conditions are met, says Andrew Vaughan: good quality
buildings in the right locations and flexibility.

The Covid-19 pandemic has accelerated trends and speeded
up processes that were already happening, but it hasn’t
changed the fundamentals.

‘We fundamentally still believe in retail and with those three
ingredients you are going to be okay,’ Redevco’s CEO tells
Living Retail. ‘Physical retail is changing, everybody knows the
story. It is a tough place to be at the moment, so we
want to make sure we’re in the right places with the right
type of buildings.’

‘This whole crisis will just accelerate a lot of things that were
happening anyway’, Vaughan says. ‘Some big macro trends
that might have taken five to 10 years maybe now will take
one to two years, maybe even six to 12 months, who knows?
There’s definitely an acceleration of trends.’

Redevco, the biggest investor in European high street
properties, has been repositioning its portfolio over the
last seven to eight years. It has opted for quality over
quantity, shrinking the portfolio from about 800 buildings
to around 300, whilst keeping the total value stable at €7.3bn.
‘We have been seriously and quite aggressively repositioning
the portfolio over the last few years,’ explains Vaughan. ‘We
also believe it makes sense to diversify to some extent, but I
don’t believe that mixed-use is a sector in itself, you just have
a building and the way it is used changes over time.’
One example is a building Redevco owns on London’s Oxford
Street, which used to be a six-storey department store but
which now has three levels of retail, two levels of offices and
two of residential.
‘It’s the same building in the same location, but it’s all about
repurposing and flexibility,’ Vaughan says. ‘I’m extracting the
right value in the right use out of the different spaces that
might have been used for something else in the past.
‘Cities have always been mixed use. A lot of our buildings are
already mixed-use and always have been – shops with
residential or offices above. We’ve always been extremely
comfortable with this and we like the mixed-use nature of
our portfolio, especially when it becomes more relevant,
particularly in creating new areas or creating new quarters
in cities.’
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But while the speed of change in retail markets has
accelerated, the direction of travel remains the same for
Redevco, he suggests. ‘I think for us it will have the same
impact. We’re heading in the same direction as before, we’re
looking much more at mixed-use, we’re into residential now
and that’s all working, we’re starting to look at some other
sectors as well and on the back of all of this I think we’re
just even more determined to push ahead with the same
strategy, but at a quicker pace.’
Redevco will continue with its diversification strategy while
keeping retail at its core, especially high street retail in city
centres. ‘We still believe in retail, we totally believe in retail,
but it makes sense to diversify our portfolio,’ Vaughan says.

DARWINISM AT WORK

Looking ahead, not all retailers will be able to survive the
crisis, he continues. ‘I think for the retailers this is going to
be Darwinism at work, a survival of the fittest. We’ve already
seen that a lot of retailers have not survived the 10-year
period after the GFC. Now the strong brands will survive, the
local heroes will do well. Those with strong balance sheets
will survive.’
The survivors will have the added advantage of facing
less competition once things get back to normal. ‘Some
competition will fall away so actually if you can recover you’ll
be in a good position when you come out the other side
because there’ll just be less competition,’ Vaughan says. ‘Trust
will be an important factor and I think those that get the
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Redevco

‘‘

Trust will be an important
factor and I think those that
get the right mix between
in-store online and omnichannel will be the survivors.
Andrew Vaughan, Redevco
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right mix between in-store online and omni-channel will be
the survivors.’
Those in peril under the Darwinian selection process include
those who are overleveraged, those with weak balance
sheets and those with weak brands that don’t have a strong
positioning, as well as ‘those who don’t innovate and who
don’t consider ethics important. They will not survive.’
Looking at the consumer side, some clear trends have
emerged from the experience of the last few months. One
is a sense of the importance of being local and having a
community, Vaughan says. ‘There’s definitely something
around a crisis that creates a sense of community. I think this
will play out a bit in how the recovery evolves. People see a
value in being able to shop more locally and supporting local
brands and local shops.’
There will be difficult times ahead, he says, because the
economic fallout from the epidemic is yet to be fully felt and
consumer confidence is likely to take a hit.
‘On the consumer side we have to accept that this a health
crisis that is causing an economic crisis,’ he said. ‘People will
have less money to spend, there will be financial constraints
for probably quite a large percentage of the population, so
value for money will become more important.’
And while online shopping has flourished, especially during
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lockdown, Vaughan is confident the future will not look that
different. ‘We’ve seen that people have become more digital
savvy because for a while that’s all they could do and even
the older generations have become comfortable buying
online, so I think the onward march of online shopping will
continue,’ he says. ‘But there are also encouraging signs that
people still do want to get out and they want to visit shops so
we believe that the successful retailers will mix the two.’

SHARING OF RISK

In European retail’s fast-changing landscape, taking on
more operational risk is becoming the norm. ‘It is quite
interesting because the real estate as a service rather than
an asset thing plays into it,’ Vaughan says. He believes it is
inevitable that owners of real estate, particularly retail-led
real estate but offices and residential as well, will take more
operational responsibility but also make a commitment to
manage in a different way.
Owners of real estate now are also sharing the risk more with
the retailer. ‘People say it’s tough being an owner of retail real
estate, but I think it’s a lot tougher being a retailer today,’ he
says. ‘I think in the end we have to take a bit more operational
risk because we share the risk with the retailer.’
The crisis has shown the importance of strong relationships.
‘We’ve been negotiating and having lots of conversations
with our tenants. Our philosophy has been that this is a global
problem so there has to be a bit of a sharing of the pain.’
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Redevco

Andrew Vaughan on...

‘‘
‘‘

... post-pandemic retail
Some competition will fall
away so actually if you can
recover you’ll be in a good
position when you come out the
other side because there’ll just be
less competition.
... mixed-use retail

Redevco, a privately-owned pan-European investment
manager with a portfolio of around 300 assets across Europe
with a value of around €7.3bn, is staying positive.
Statistics change from market to market, but as a general
rule more than 85% of goods that are sold still ‘touch the
shop in one way or another’, Vaughan explains. ‘So physical
retail is absolutely still required, but you don’t need as
much of it. Plus the retail that is left is evolving and it is
being used in a different way. Retail is fundamentally
changing but in the end, my sense is that people are
always going to shop.’
People’s reaction after lockdown and the events of this year
have strengthened this belief. ‘A couple of months ago it
really felt that we were in the eye of the storm and at the
beginning of lockdown like many people we were extremely
pessimistic about how our business looked and how this
year looked,’ he says. ‘But looking at where we are today we’re
definitely more optimistic. The vast majority of our shops are
open again, trade is picking up and there are some positive
signs from footfall and from turnover.’
Food and beverage is slower and has been harder hit by the
crisis, but it is likely to pick up again. What is important, he
says, is that ‘we’ve seen that actually there was a pent-up
desire for people to get out of their houses and go shopping.
So overall it’s not the year that we thought it might be. We’re
optimistic again.’ n
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Examples of
Redevco’s
mixed-use
approach
include Lille’s
Le 31 (above
left) and One
Tower Bridge
in London
(above)

Cities have always been
mixed use. A lot of our
buildings are already
mixed-use and always have
been – shops with residential or
offices above. We’ve always been
extremely comfortable with this.

‘‘
‘‘

... the future of retail
Retail is fundamentally
changing but in the end,
my sense is that people are
always going to shop.

... Redevco’s strategy

We’re heading in the same
direction as before, we’re
looking much more at
mixed-use, we’re into residential,
we’re starting to look at some other
sectors as well.
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Physical retail: why
it’s still in fashion
STRATEGY

A fashion retailer through and through, Orsay’s Matthias Klein tells
Nicol Dynes how the sector is changing and what’s needed to survive

Most people discover their true calling only after a few
attempts, others know their passion from an early age.
Matthias Klein, CEO of Orsay International, firmly belongs to
the second category. ‘My heart is in retail,’ he says. ‘I was born
in the business and I love fashion retailing.’
Before joining Orsay, he had extensive experience in the
fashion business across the whole value chain working in
retail, in wholesale and manufacturing, marketing, product
and distribution development as well as over five years in
private equity fund management as an adviser.
His CV includes roles as the first retail manager for Esprit,
managing director at Mexx and as CEO of Betty Barclay
Group before he joined Orsay International 10 years ago.
The company is based in Baden-Württemberg but has an
international presence with around 720 shops in 34 countries
and a €2.5bn annual turnover.

Living Retail asked Klein a few questions about his business
and prospects for the sector.
Did this year’s crisis due to the coronavirus epidemic
catch you by surprise?
Already pre-Covid, in the last eight years, we’ve had 40% less
footfall so we had already started rethinking the business,
redefining our lease agreements and doing three-year
contracts because e-commerce doesn’t wholly compensate
for what we’ve lost in our actual stores. E-commerce accounts
for around 20% of sales. Obviously there has been a dramatic
change in the last few months. Food courts used to drive the
business in many places, but that’s clearly no longer the case.
What practical measures have you taken to deal with the
crisis?
Post-Covid we’ve implemented a three-year plan in six
months. The plan includes negotiations with landlords. We
have spoken to our landlords, trying to be fair to everyone.
Some are small and their livelihood depends on that rent,
others are big institutions. It is important to be aware of the
differences. Each landlord is different, each store is different.

Are you aiming for lower rents?
We believe in bricks and mortar retail so we want to keep our
stores whenever possible. A store is performance marketing,
that’s what it is now, but it can’t be too expensive. It is
important to be flexible. I believe turnover rent is the fair way
forward – I see a lot of opportunities in the retail sector, but
only if rents are lower.
What must retailers do to survive and thrive?
Retailers must be customer-oriented and data-oriented. We
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We have structured a very clear plan with the help of PwC
Legal. We are starting to negotiate with the big landlords, not
just for 2020 but for the future and we have a very clear idea
of what we want to achieve.

‘‘

Orsay International

A store is performance
marketing, that’s what it is now,
but it can’t be too expensive. It is
important to be flexible.
Matthias Klein, Orsay International

think the offline business and retail stores are all part of the
channel. We started with a strong e-commerce approach and
invested in service data and processes.
But even if you close the store you must keep the customer,
keep that connection going, either sell to the customer
online or get the customer to move to another store. We have
720 stores but 95% of our turnover is based on customer
club, our loyal clientele with cards. There are 5.5 million club
members. The business has become more complex but it’s
important to keep the customer, to be transparent and to
retain their loyalty.
Where are the opportunities now?
Right now I would say that it’s a time to wait, cool down and
reassess until the end of 2021. It’s a time to see where the
market goes. My prediction is that in future there will be less
space devoted to retail and less fashion but more artificial
intelligence and more innovation. With lower rents, individual
retailers in future could afford to rent a store, so it should be
easier to see new brands and new ideas and new start-ups
emerging.
What are the prospects for the sector in the medium
to long term?
I believe that the retail sector will not only survive but
that it will restart in 2022 and it will take a bigger
slice of the cake. I believe that in two years the retail
market will be a lot better and a lot healthier than
it is today. n

Left: Klein believes physical retail will remain but
there will be more innovation and new ideas
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Retailer profile: Orsay

VISION
We want all our women customers to be
able to afford to express their femininity
individually through their outfits. We want
to design outfits for modern, self-confident
women who wish to dress according to
their personal taste and style, always
staying chic, feminine and trendy.

RECIPE FOR SUCCESS

BRAND PROFILE

We are an international, vertically organised
fashion company and manage the whole
chain from design to production through
to sales.
With a well-coordinated product mix from
Europe and Asia we offer our customers a
broad and constantly up-dated selection
of feminine outfits which perfectly balance
style, quality and price. Behind this recipe
for success are more than 4,300 motivated
and competent employees who are
committed to meeting the challenge of our
corporate vision.

PRESENCE
We’re always near at hand with over 630
ORSAY shops in the following countries:
Germany - Austria - Switzerland - Poland
- Czech Republic - Hungary - Slovenia Slovakia - Croatia - Ukraine - Russia - Latvia
- Bosnia-Herzegovina - Serbia - Romania
- Bulgaria - Montenegro - Malta - Moldova
- Republic of Kosovo - Estonia - Albania Armenia - Finland - Belarus - Georgia.

FACTS & NUMBERS
Since 1975
Support centre in Willstätt/Germany and
support centre logistics in Wrocław/Poland
One purchasing office in Shanghai
Over 640 shops in 26 countries
Over 4,500 employees
Average age of staff: 28
Percentage of women: 96%
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THE
WEEK
in
REAL
ASSETS

Leading market watchers and industry experts
analyse the headlines and key themes
for your market. Every Monday.
Watch the video or download podcast
https://realassetinsight.com

Placemaking
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MK Illumination

Adding a
light touch
In recent months, the world has focused a great deal on
breath. And breathing. And what happens when too many
people are in the same confined space, breathing at the
same time. It’s little wonder then that many of us have
embraced the great outdoors like never before, and that
applies to shoppers as much as it does to sporty types.
Some initial research into the impacts of the Covid-19
pandemic on shopper behaviour suggests that retail
environments that offer a “less enclosed” experience might
have an edge on indoor retail spaces in the future. This is
even more likely in the face of a second wave. Media reports
in recent months have emphasised the importance of fresh
air and physical distancing, which has made many shoppers
think twice about spending a pleasant afternoon in an
indoor mall.
This shows us that, despite the huge efforts of retail operators
worldwide to implement stringent and practical safety
measures, more needs to be done to make people feel safe.

TRENDS + BRANDS

Well-lit and organised outside spaces can
bring many benefits to retail centres – not
least providing safe environments for visitors
in a post-Covid world, says Thomas Mark

RETHINKING OUTDOOR SPACES

This presents shopping centres and malls with an exciting
opportunity. Many retail environments already offer
shoppers a variety of outdoor spaces in the form of
courtyards, recreational places, and al fresco dining areas.
On a more practical level, many also have outdoor
connecting corridors, entrances accessed through a large
open space, and a variety of hard- and soft-landscaped areas.
And let’s not forget the vast outdoor parking areas that
surround many retail spaces.
Now is the time to take a look at these areas and assess how
to use them to create oases of safety that can act as an
Left: Outdoor space with festive illuminations at the Westfield
London shopping centre
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‘‘

With several popular holidays only
months away, it is a good time to
think about how to use outdoor
spaces to drive footfall, re-engage
the community, and create a festive,
celebratory experience for people.

TRENDS + BRANDS

Thomas Mark, MK Illumination

extension of commercial floor spaces and offer a way to draw
people indoors on their terms.
The shopping experience includes a certain amount of
walking. And where people walk, they can be guided. One
way to slowly draw people into indoor spaces might be to
create engaging walks that start in the outdoors and
continue indoors, or vice versa.
The idea is simple: find a theme – festive events such as
Christmas, Halloween, or Easter work well, although popular
culture, history, or nature-based themes should not be
discounted. Or combine a creative campaign idea with an
unexpected theme that can be promoted in online and
print channels.
Design a route with themed highlights at designated points
along it. People should be encouraged to stop and engage
with each highlight by asking a question, creating a
giveaway, or adding multi-media effects. Themed highlights
are a retail operator’s “power tools” because they can help:
l Increase visibility and engagement by making sure that

highlights are “photogenic” – one idea might be to run a
selfie campaign on social media and get shoppers to do
some marketing for the centre;
l Manage visitor flow and tenant exposure by giving visitors
a reason to stop at each highlight, and by guiding them to
other highlights throughout the retail space;
l Make people feel safe from a psychological perspective
by incorporating lighting at each stop. Despite practical

28

efforts, some people may simply feel fearful and light plays
a role in reducing anxiety and making people feel safe.
A solution could be adding light throughout the route, or
creating a “Light Walk” to create an experience that works
day and night.
These highlights can also aid the enforcement of distancing
rules. If each highlight is at least 1.5 metres wide shoppers
can still take photos if social distancing rules are in place.
The possibilities are far-reaching and with a bit of careful
planning, such creations can support shoppers, tenants,
and marketing, as well as keeping the health and safety
manager happy.
With several popular holidays only months away, it is a good
time to think about how to use outdoor spaces to drive
footfall, re-engage the community, and create a festive,
celebratory experience for people. For many, it’s been a
challenging year – retail spaces can give them a lift.

FESTIVE EVENTS

Christmas is a good place to start because a themed centre
can tap into people’s ideas of what the festive season means
to them: gathering with friends and family; shopping trips to
find special treats; food, drink, light, decoration, music…
Outdoor spaces can be used to:
l Host a local food and craft fair that lasts long into the night,

bringing people into the retail space while also supporting
local businesses;
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Above: A lighting display at the Ruihong Tiandi centre in Shanghai,
China. Above right: Christmas holiday illuminations at Schultheiss
Quartier, Berlin. Right: The Blautal-Center, Ulm, Germany

l Celebrate Christmas in style with a stunning tree, sparkling

lights, mulled wine, food stalls, and live entertainment;
l Offer a European-style Christmas market that puts people

in a festive mood;
l Use festive lighting and decoration to create an

atmosphere of warmth, safety and community.
The possibilities for outdoor seasonal celebrations are huge:
Halloween, Chinese New Year, Valentine’s Day… Outdoor
spaces can be used to offer interesting, engaging experiences
to so that shoppers become regular and repeat visitors.
Images of people queuing outside centres and malls in
recent months have been all too common, but this too can
be an opportunity for centre managers. To make the most
of the opportunity, it’s a matter of creating an experience,
and a successful idea already in use in restaurants should be
harnessed: the pager.
By providing people with an electronic pager with an
estimated time-to-entry, they can continue to move around
and do other things – plus an opportunity to create an
outdoor experience wherever a queue might appear.
Examples include incorporating simple photo points that
form part of a giveaway or a caption competition, or pop-up
events so that every time shoppers queue, they learn about a
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different tenant or offer. Interesting lighting can keep the
experience engaging in the evening on long winter nights.
In the summer, outdoor space can be given some pizzazz
with a bit of colour and festive decoration.
Outdoor spaces might become the new “indoor spaces”.
Or not. Either way, the rapid change in shoppers’ behaviour
needn’t be a challenge. With some creative thinking and
use of light and decoration to create a safe and welcoming
atmosphere, it’s possible to rethink outdoor spaces and make
them work harder for retail operators and their tenants. n
Thomas Mark is president of MK Illumination, a market
leader in festive decorative lighting
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Ljubljana’s
light in
the dark
In a positive move for the retail and hospitality sector Slovenia has
opened the first new shopping centre since the end of lockdown
Slovenian retail, like the rest of Europe, has been
severely affected by the Covid-19 pandemic. The country
went into lockdown in mid-March and in retail terms the
situation has proven to be challenging for both shopping
partners and operators.
On 15 May, Slovenia was the first country in Europe to
announce an end to the epidemic and less than a week
later Austrian shopping centre operator SES Spar European
Shopping Centers fully opened its ALEJA Center in Ljubljana.
Parts of ALEJA had already opened on 8 May, including local
supply shops, service companies and bars with outdoor
terraces (approximately a quarter of all shops opened at that
time). The entire shopping centre has been open since 20 May.
It is the first completely new shopping centre to be opened
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in Europe following the coronavirus shutdown and is a strong
statement that the retail and hospitality sectors remain
resilient and committed to bricks and mortar locations.
The €150m scheme is a mixed-use shopping and leisure
destination. It was completed in March, but, as a result of the
Covid-19 pandemic, the originally planned opening date had
to be postponed. The building marks another architectural
highlight in the capital city of Ljubljana, creating a new
meeting place for the city’s residents.
In this post-pandemic new normal hygiene standards that
are already in place are further bolstered at ALEJA. Touch
points, such as fittings, railings and escalator hand grips,
ATM keypads, and elevator buttons are now cleaned and
disinfected even more frequently. Disinfectant dispensers
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SES

ALEJA is the first new shopping centre to
open in Europe following the pandemic. There
are many outdoor spaces (below) as well as
spacious indoor shopping (above)

Dealing with Covid-19
The Slovene government has declared the coronavirus
epidemic in Slovenia over and has announced an easing of
the measures that were put in place to restrict the spread
of the virus. The country’s good handling of Covid-19 has
been recognised by Fitch rating agency, which at the end of
June confirmed Slovenia’s ‘A’ rating with a stable outlook and
praised the government’s ‘effective containment measures
that allowed a relatively short period of lockdown and the
authorities’ extensive support programmes’.
The stable outlook reflects ‘a degree of economic resilience
to the Covid-19 pandemic’, said Fitch in a note, predicting
that following an economic contraction in H1, ‘confidence is
improving and activity appears set to rebound in H2 2020’. The
forecast is for growth to bounce back to 4.9% in 2021, which will
be positive for consumer confidence and encourage spending.
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ALEJA fits perfectly into the city. From day
one, the residents of Ljubljana have accepted
the new shopping centre as ‘their place’.
Marcus Wild, CEO, SES

as well as face masks are available for customers throughout
the mall.
Additionally, social distancing will be encouraged by the
centre’s design which promotes a positive spatial experience,
while natural materials, light colours and soft, organic shapes
also characterise the seamless character of ALEJA.
ALEJA covers 32,000 sq m of leasable area (GLA) and offers
a mix of more than 80 international, Slovenian and local
shops, restaurants, and service providers. The centre is 100%
let, and it hosts the most modern INTERSPAR hypermarket
in Slovenia, as well as Drogerie Müller, fashion brands XYZ,
H&M, Hervis, Reserved, Tommy Hilfiger, and Baby Center, as
well as McDonald’s, Big Bang and Mass, to name a few.
As a mixed-use location for shopping, gastronomy,
leisure activities and sports, the centre features numerous
innovations. ALEJA SKY, for example, is a 6,200 sq m
adventure and leisure zone on the roof of the centre,
which comprises green spaces, sports facilities for football,
basketball, and volleyball, two fitness courses, a park that
includes paths, seating and recreational areas, as well as a
children’s playground. A pump track for cyclists – two circuits
in front of the building – completes the leisure activity offer.

GASTRONOMIC DELIGHTS

Special attention has been devoted to gastronomy. The
food court is situated beneath a huge dome and offers
outdoor terraces for every restaurant connected to ALEJA
SKY. Domestic and international cuisine, including Italian,
Mexican and Asian, are offered in an area covering 2,300 sq
m. Fast food restaurants are also available and numerous
cafes are distributed throughout the centre.
“Since opening, ALEJA has developed into a meeting place
whose visitor frequency exceeds our expectations,” says
Marcus Wild, CEO of SES. “ALEJA fits perfectly into the city.
From day one, the residents of Ljubljana have accepted the
new shopping centre as ‘their place’.
“The gastronomy is running sensationally well – especially in
connection with the outdoor terraces. We are also extremely
satisfied with the performance and number of visitors to the
Activity Roof. We will be able to top this when government
regulations allow us to open all facilities on the roof.” n
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SES

The building features a striking diamond-shaped
facade (below), while the 6,200 sq m leisure zone
on the roof has numerous sports facilities (right)

Mixed-use on all levels
The building showcases a unique architectural design, which
was planned and executed in cooperation with Austrian
architect ATP architekten ingenieure. The facade stands out as
a particular highlight and, with its diamond-shaped and multicoloured shimmering scales, is reminiscent of a dragon, the
heraldic figure of the Slovenian capital. The centre consists of
two underground levels, a ground level, and two upper levels.
A square paved with granite stones and featuring a fountain
can be found in front of the main entrance.

Park and ride
More than 1,600 free parking spaces are available at the
centre, 1,400 of which are located in a bright and modern,
two-level underground parking garage. An additional 200
parking spaces are directly next to the building. Two bus
stops are located at the centre, and a connection to the City
of Ljubljana’s bicycle rental programme – “BicikeLJ” – is also
available. ALEJA offers the largest bicycle garage in Slovenia,
which includes 200 bicycle parking spaces.

Child’s play
As soon as government regulations allow, the first and largest
Planet Lollipop children’s world in Slovenia will open at ALEJA.
Planet Lollipop is an SES brand and offers well-supervised
playtime opportunities, fun, and activities for children up to 10
years old. The indoor playground covers 500 sq m and offers
an active area, a creative area, a book and games corner where
children can retreat, and custom-made interactive furniture.
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A pump track
for cyclists
includes two
circuits in
front of the
building
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TRENDS + BRANDS

Leisure

Leisure
gets active
Gravity’s Michael Harrison tells James Wallace how the company is well
positioned for a post-pandemic retail world in which leisure will be critical
Covid-19 has accelerated the retail market’s thinking on
the direction the sector needs to take to return to prosperity,
according to Michael Harrison, co-founder of Gravity, the
international UK-based active leisure specialist.
“Landlords are coming around to the idea that leisure
cannot be a secondary component of a shopping centre
anymore, it needs to be front and centre as part of the retail
environment,” Harrison explains.
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Retailer fortunes, on the high street and in shopping centres,
have been “dwindling for some time as we all know”, says
Harrison, “the pandemic has sped up what I have been
preaching for the last five years – that leisure needs to be an
integral part of the high street in the shopping mall.”
Gravity was established in 2014 by co-founders Michael
Harrison, Simon Whicker and Harvey Jenkinson, and has built
a portfolio of 11 locations and a master franchise in Saudi
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Gravity

It is exciting times for us as a company;
we have something that landlords want
and the reason they want us is that they
need to look after their retailers.
Michael Harrison, Gravity

Arabia. Harrison admits the lockdown was tough, but his
leisure empire will survive and continue to expand this year.
“After the lockdown, obviously the revenue just turned
off,” he says. “Fortunately, we have been at this for a while
now and have the experience and stability to see our way
through. Unfortunately, not everyone in the sector will be
able to. But we have picked up another two sites and I have
at least 20 sites on my desk right now, all over Europe and the
Middle East, to consider.”

GETTING LANDLORDS ON SIDE

Harrison reveals one of the keys to the company’s success is
building relationships, particularly with landlords. “I’ve spent
five years trying to impress landlords. If I get the landlord on
side, we get better locations and cheaper rents,” he says. “But
let’s be clear on this: the reason landlords want leisure is to
increase footfall. For example, when we opened Gravity at
Xscape [in Milton Keynes], we increased footfall to the whole
centre by 22%. Leisure really can have a massive impact on
these schemes if it is front and centre.”
Harrison believes high street and shopping centres need to
be repositioned, so they are considered by consumers as an
attractive place to spend half or a full day, and not a location
to quickly buy a few items from the shops or a bite to eat.
“Most centres and high streets already have great F&B
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offerings. The missing link is good leisure. Gravity’s role is
to pull these shopping centres and high streets together in
mixed-use leisure schemes with a one price ticket where the
public can stay all day. That is what we are bringing to the
table, and that is how I see the future of retail.”
Harrison says Gravity’s locations are due to reopen
imminently – and he is positive about post-pandemic
prospects. “We have got to make sure that all our business
models and cash flows stack up to get us through the end
of this year. But it is exciting times for us as a company; we
have something that landlords want and the reason they
want us is that they need to look after their retailers.”
The pandemic has been a four-month blip, Harrison adds.
“We are pushing forward and we will open another four sites
this year. We will push on. We see a huge gap in the market
for leisure within retail space.
Harrison says Gravity has worked hard in the last five years
to be seen as a UK market leader in the active leisure sector.
“Landlords now see Gravity as key to their long-term leisure
plans. Our approach is to look at what best suits the scheme
and then we put together a multi-use leisure offering.”
His message is clear: leisure operators like Gravity must be
integral to support the revival of high streets and shopping
centres post-lockdown. n
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The future
is not what it
used to be
INSIGHT

The Covid-19 crisis has been a wake-up call for the real estate sector, says
Bill Kistler, as shoppers turn to online as never before and traditional
office locations and commutes now seen by many as unnecessary
Real estate is an industry that has
matured over the last 40 years. The
cowboys who built companies and
made fortunes based on gut instinct
were replaced by institutions and
swarms of experts who knew better.
Powered by increasingly sophisticated
spreadsheets, firehoses of data and ever
smarter MBAs we deluded ourselves
that the future is predictable. The
pandemic has been a humbling
reminder that it isn’t.
Better market analysis, demographic
segmentation and consumer research
powered by ever better tech and data
gave us a false sense of confidence.
We could sleep better knowing that we
were investing in the right buildings
in the right place at the right time.
And it worked: real estate became a
respectable asset class, companies
grew, investors made money and cities
prospered.
Then along comes the wake-up call
of the pandemic, the ultimate space
killing, value-destroying ‘Black Swan’
(“an unpredictable event that is
beyond what is normally expected
of a situation and has potentially
severe consequences”). It has
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injected an overdose of uncertainty
and risk, shattering assumptions of
predictability. The only certainty now
is that we face more of (former US
secretary of defence) Donald Rumsfeld’s
famous ‘unknown unknowns’ than ever
before.

THERAPEUTIC MEETINGS

Since the March lockdown, I have
hosted a number of ‘Reality Check’
gatherings (on Zoom of course)
every week. Participants are a mix
of no more than 10 smart people
from across borders, industries,
sectors and disciplines. They’ve been
provocative, insightful and therapeutic
conversations. Here are a few samples
from the lively debates:
l Most people don’t miss the hours

spent getting to and from a small
cubicle having discovered they can
be as productive at home. What
happens when their employers decide
they don’t need all that expensive
space? What happens to the shops
and restaurants that depend on office
workers to survive?
l Decades of purpose-built offices,
department stores, shopping centres
and multiplexes may be impossible

or uneconomic to adapt to new uses.
What are those ‘new uses’? What do
we do with buildings that can’t be
repurposed?
l Cities around the world have enjoyed
a 40-year renaissance becoming
magnets for talent and investment. Will
that change as people rediscover the
virtues of local community?
l The pandemic is rapidly rendering
many real estate investment and
business models obsolete. Unlike past
crises, in this one there is no time to
‘extend and pretend’. Are we (you, your
company, the industry) ready for what
comes next?
Clearly there are more questions than
answers. Many people and companies
are asking themselves similar questions.
Anyone who thinks that they have
the answers is hallucinating. Answers
depend on resolving the key ‘known
unkowns’: When will there be a
vaccine? What will the lasting social
and economic consequences of the
pandemic be? Will the behaviours and
values change in response to the crisis
‘stick’ or will we return to some kind of
‘normal’ when it is over? Crystal balls,
never very useful, now seem irreparably
clouded.
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Bill Kistler

‘‘

The pandemic has injected an overdose of uncertainty
and risk, shattering assumptions of predictability. The only
certainty now is that we face more of Donald Rumsfeld’s
famous ‘unknown unknowns’ than ever before.
Bill Kistler, chief executive, Urban Innovation Network

Because the Reality Check discussions
have been subject to ‘Chatham House’
rules (what’s said on Zoom, stays on
Zoom), participants have been open,
honest and candid. No speeches,
no spin and no one pretending to
have answers, just healthy debate
and insightful ‘what-ifs’. Although
conversations sometimes flirt with
despair, they are always valuable and
constructive.

REPOSITIONING

The closest the discussions have come
to consensus is that there is a bright
silver lining to this perfect storm. In
the spirt of Winston Churchill’s famous
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quote, “never waste a good crisis”, there
are reasons for hope:

l Organisations are rethinking the skills

and talent they need to succeed.
l Agility, resilience and sustainability

l A renaissance of creativity and

innovation will generate new
opportunities, particularly in retail…
l That will require new vision and
courage…. ‘fortune will favour the
bold’!
l More than ever, decisions need to
be informed with good data. However,
rediscovering the ‘art’ needed to create
great places will be essential.
l The crisis may at last be the catalyst
for a new era of true collaboration,
between landlords and tenants,
developers and cities.

will no longer be buzz words, but
essential to the DNA that separates
winners from losers.
Finally, the calls have been a reminder
of the value of coming together to ask
better questions and to share the ideas
and insights that will lead to better
answers and solutions. Here too, there
is great opportunity for innovation.
Stay tuned. n
Bill Kistler is chief executive of the
Urban Innovation Network
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Placemaking

Historic opportunity
for urban mixed-use

STRATEGY

Covid-19 has accelerated pre-existing trends in real estate driving a need to
repurpose or reposition assets such as shopping centres and office blocks,
creating a historic opportunity for investors to add value and redefine urban
landscapes, writes Herman Kok, head of research at Meyer Bergman

The shift of consumer spending from bricks-and-mortar
stores to online, and the rise of agile or remote working are
two key trends accelerated by the health crisis. While people
will return to shops and offices post-pandemic, the end result
will be more people working and shopping from home than
before the virus struck, and in turn, less demand for physical
retail and commercial space, driving the need to repurpose
and reposition existing assets.
Walk around any city centre in Europe, and in almost an
instant you will discover a building that now has a different
purpose to the one it was originally built for. From industrialera mills and medieval churches converted to modern loft
apartments to 19th century post offices now hosting highend hotels or flagship department stores, functions may
change but buildings will last.
This is positive, particularly from an environmental
standpoint. As they say, the most sustainable buildings are
the ones already built.
My own firm Meyer Bergman has been very successful in
using institutional capital and active asset management to
unlock the potential value of buildings and prepare them for
the next generation.
However, repurposing existing buildings, while typically
less carbon intensive, expensive and risky than ground-up

development, still requires significant upfront investment.
It also requires patience, creativity and the ability to
work closely with local councils, planning authorities and
communities. This is often easier said than done.

‘A GOLDEN AGE OF URBAN RENEWAL’

Investment – and the above skills – will be crucial as Europe
enters the recovery phase after Covid-19.
Why? Because fundamentally, lockdowns intended to limit
the spread of the virus have accidentally made occupiers,
from residents through to retailers and other employers,
question how much – and what type – of space they need,
especially within cities, where space usually commands a
premium.
For retail and commercial landlords, the race is now on
how to best future proof their assets. Many now see mixeduse development as the answer, integrating new uses such
as residential that provide a separate, more resilient income
stream.
For institutional investors such as pension funds and
insurance companies, mixed-use developments of the
sort Meyer Bergman is creating in cities such as Milan and
Oslo are especially attractive as they provide diversified
income streams that help match the liabilities while also
spreading risk.

Given the concentration of spending power in central urban
areas in Milan, retailers are seeking to make their presence in the
city more attractive and of better quality.
Herman Kok, head of research, Meyer Bergman
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Meyer Bergman

Case study: Milan
Meyer Bergman’s investments in central Milan – Corti Segrete and
Corso Buenos Aires 59 – offer two exemplars. While both projects
pre-date Covid-19, they offer a hint of what future development
will look like.
Both investments sit on Corso Buenos Aires, which is one of
Europe’s longest and busiest shopping streets and named after
the wave of Italian migration to Argentina at the turn of the 20th
century.
The street enjoys an excellent transport connectivity with access
to no less than three metro stops, as well as the Milano Porta
Venezia underground railway station, and is walking distance from
Milan Central station – a key entry point for tourists.

The opportunity there was twofold. First, there is a persistent
shortage of modern large area retail space. Given the
concentration of spending power in central urban areas in Milan,
retailers are seeking aiming to make their presence in the city
more attractive and of better quality.
Second, like in most of Europe’s core cities, there is a housing
shortage in Milan. The city centre is becoming more popular as
place to live for professionals employed in Milan’s’ financial and
service industries who prefer to live close to their workplaces to
avoid long commutes.

LIVING URBAN BOULEVARD

Milan, the capital of the wealthy Lombardy region, is, the richest
metropolitan area of Italy in terms of GDP per capita according
Oxford Economics.

Corti Segrete contributes to the ongoing process to transform
Corso Buenos Aires from a mono-functional retail destination with
undervalued upper floors and a lack of life after closing hours into
a living urban boulevard.

GFK’s purchasing power index shows a Milan per capita spending
power which exceeds the Italian national average by more than
50% which explains the city’s ability to support such a density of
retail and urban services, including many premium outlets and
luxury brands.

A few hundred metres south towards the city centre, Meyer
Bergman is in progress with Corso Buenos Aires 33-37, which
involves a repositioning of the ground-floor retail to attract a
broader range of tenants by creating smaller units and revamping
the entrance.

At Corti Segrete Meyer Bergman is creating 166 high quality yet
accessibly priced homes above nearly 8,200 sq m of modern retail
space across four inter-war era apartment buildings.

The strategy implemented there relied on the fact the south
section of Corso Buenos Aires is emerging as a cluster for
aspirational and luxury retail formats, with space in short supply.
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Meyer Bergman regenerated
the landmark Whiteley’s
building in London

Oslo is among the wealthiest capital
cities in Europe, with a spending
power per capita more than double
the European average.

STRATEGY

Herman Kok, head of research,
Meyer Bergman

Meanwhile, from a commercial occupier’s perspective,
developments that blend a mix of uses and tenures help
drive footfall and place activation – two factors crucial to a
destination’s success.
Many companies have realised their workforce can work
remotely more effectively than realised, while a growing
number of retailers recognise consumers who have been
forced to shop online may now prefer it to the in-store
experience.
This does not mean the centuries-long trend of urbanisation
is about to be reversed as humans embrace a digital nirvana
of multiple apps and platforms through which they work,
shop and socialise.
As social distancing measures are lifted, retail footfall and
workplace occupancy will recover and likely stabilise above
their lockdown levels. However, in most locations, this will

Above and right: Pershing Hall in Paris’s Golden Triangle is another
example of urban regeneration undertaken by Meyer Bergman
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Meyer Bergman

Case study: Oslo
In the Nordics, a good example of Meyer Bergman’s urban
mixed-use strategy is Promenaden Fashion District in Oslo.
Here, Meyer Bergman is managing a nearly 60,400 sq m
portfolio, over half of which is offices and the rest retail.
Occupiers include luxury brands like Louis Vuitton, Moncler,
Balenciega and YSL. High quality urban offices on the higher
floors right sit next to Norway’s answer to Harrods, the historic
department store Steen & Strøm, where the Oslo well to do,
including the royal family, come to shop.
This central area with wonderful heritage buildings is being
repositioned building by building to create modern workplaces
that align with high quality F&B. The food hall in the basement
of the Steen & Strøm department store has become a
destination in itself.
Similar to Milan, the market and location fundamentals in
Oslo are very strong, underpinned by high levels of household
wealth and strong transport connectivity.
As the capital of Norway, Oslo is among the wealthiest cities in
Europe, with a spending power per capita more than double
the European average.

still be significantly below their pre-pandemic highs.
In fact, as Meyer Bergman’s new chief investment officer
Josip Kardun recently wrote, the continent is looking at
a golden age of urban renewal. It is up for the property
industry to work with municipalities to seize this historic
opportunity.

Being situated in the commercial and political heart of the city,
Promenaden is within walking distance of the central station,
which boasts direct connections to Norway’s secondary cities,
neighbouring Sweden and crucially, the airport, making it a key
entry point for tourists. Meanwhile, a metro station next to the
site connects to most of the residential areas in the city.

SPOTLIGHT ON OLD CHALLENGES

Working on retail repurposing in this range of cities in
different countries requires a combination of professional real
estate experience and understanding of local cultures and
preferences.

Looking at offices, remote working and inter-person
collaboration with platforms like Zoom and MS Teams
may change views on workspace design. Yet, as in-person
meetings are often more effective and enjoyable, demand
will always exist for well-designed and located offices.

The combination of having a strong team with experience in
all aspects of repurposing in combination with on-the-ground
presence and strong local networks has been key for Meyer
Bergman’s success to date and will be for investors wanting to
tap into the need for high quality repurposing of existing assets
across Europe post-coronavirus.

Yet all coronavirus has done is shine a new light on existing
challenges.

Above and far
left: Meyer
Bergman’s
portfolio
in Oslo
comprises 10
high street
properties
and two
department
stores. Left:
The internal
courtyard
gardens at
Corti Segrete,
Milan

Turning to retail, it has been clear for a decade there is a
structural oversupply of retail space in most cities.
The retail landscape has been polarising around the two
extremes of convenience-based proximity and consumer
‘experience’, usually enhanced by technology. As a
result, many ‘in between’ retail locations will be ripe for
repositioning.
However not all repositioning opportunities will be created
equally. Ultimately it is central locations that share the same
underlying fundamentals: great footfall, strong transport
links; local landmarks; and high levels of growth and
disposable income, which offer best opportunities for urban
mixed-use projects. n
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Collaboration
key to success
INSIGHT

Lisette Van Doorn, CEO of ULI Europe, looks at the key
factors to retail’s success in the wake of Covid-19

Earlier this year we published our
Reshaping Retail report in which we
looked at the triggers to unlock the
structural change that’s needed in the
retail real estate market.
We had already experienced change for
some time in terms of e-commerce and
broader changes in technology which
impact consumer behaviour, but we
didn’t see significant changes in the
retail real estate market.
We identified four triggers: the
economic picture; the listed real estate
market; banks; and private equity. The
original report was launched at the
beginning of the year based on
interviews with leading experts in
Europe and the US. However, this was
before the Covid-19 crisis hit Europe
and, given the impact on retail real
estate, we thought it would be valuable
to do an update.

ECONOMIC OUTLOOK

The biggest trigger at the moment is
the economic picture. We’ve already
seen the listed real estate markets
being significantly hit in terms of stock
prices but the key questions everyone
is grappling with are: How does my
cash flow look going forward? How
stable is it? How will vacancy develop?
While many shops have reopened the
situation remains unclear. The
expectation is that little will happen
until we get a better picture of the
stability of the cash flows and, of
course, these drives valuations and
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transaction activity. It also allows you to
make better calculations of what is
needed to make your assets fit for
purpose again and assess whether it is
worthwhile doing that yourself or if it is
better to sell.
We also looked at banks and what
we’ve seen, so far, is generally a very
collaborative approach where banks are
working with the property owners on
extension of covenant tests as long as
the loan is being serviced. The next
question, of course, is how will the
banks operate when more distress
comes through?
In the original report we identified
private equity as a potential trigger, but
actually many private equity players
had bought into retail in 2013-2014
trying to get to the next cyclical
upswing. When the structural changes
started the expected profits didn’t
materialise. Some companies have
legacy similar to other players in the
market but, the private equity players
who don’t have legacy might be the
first back in the market.
Most probably, however, they will also
want to have more certainty on what a
potential cash flow will look like and

what the future potential is. That’s still
something of an unknown given that
we don’t know where economic growth
will go in the next 12 to 24 months.

COLLABORATION IS KEY

We identified collaboration as a key
success factor before Covid-19 and now
we think it is even more important.
Everyone profits from consumers
spending, whether it’s the banks, the
owners, the retailers and the consumer
themselves. But there seems to be so
much discussion and lack of trust
between the different stakeholders that
this collaboration is hard to achieve.
It’s different from country to country.
In some owners, landlords and retailers
haved created general agreements on
how to negotiate; guidelines for the
negotiation or rent discounts or
extension of contracts. In others that
has proven to be extremely hard.
Collaboration is key, not only because
of this crisis, but to make retail
successful again. The sharing of data is
just one example: landlords have data
on footfall; retailers have data on sales.
It needs to be combined because then
you can develop a joint strategy that
both profit from. n

We identified collaboration as a key
success factor before Covid-19 and now
we think it is even more important.
Lisette Van Doorn, ULI Europe
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