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The way developers see it

= There are numerous kinds and types of retail developments, but it can generally be said that the past

year has been full of challenges for everyone. We questioned the following significant retail professionals:
Kristéf Molnar from Tesco, Andréas Csillagh from Real Management, Krisztina Deutsch from Trigranit and

Laszl6 Viragos from Tépark.

According to some, in the next couple of years there will be no
large scale shopping centre developments , i.e. the era of newly
developed enormous retail locations stores is over. What is your

opinion? How do you think retail developments will progress in

the future?

Tesceo: My opinion is that it is o early to talk about full mar-
ket saturation. The area of modern retail properties compared in

proportion to the population still lags behind the international av-

erage. Major European chains are still delaying moving in, saying

that due to the lack of available premises they cannot open enough

stores that could provide appropriate share in the markert.

Feal Management: [ would not say it is the end of an
era, not even in an international respect. There still are development
locations where investments adjusted to local requirements of the
given market are needed; where investors with well-balanced profes-
sional and financing backgrounds can see opportunity. Looking at
the Hungarian market only, we can say that there was a lag behind
other countries, which was followed by a dynamic development pe-
riod, and this was suddenly halted by the crisis. While it is true that
there are locations and investment types which have reached full
market saturation, further developments are certainly to be expect-
ed, although at a slower pace. The real question is, I think, when

will the Hungarian economy return to growth?

TriGranit: | think that in the future, new shopping centres
will be built where appropriate plots can be had, i.e. easily acces-
sible by public transport and ensuring suitable parking and logistics
delivery facilities. In the future only projects that are created to meet
the demands of the catchment area will be viable. Apart from these
aspects (location, architectural build), the quality of property man-

agement will also be very imporrant.

TaPARK: Developments depend on demand, and when the
economy returns to growth retail investments will follow. The need
for locations offering modern complex commercial and retail serv-

ices will exist in the furure, as well.

There are several complex/mixed use developments currently
under construction or are planned in Budapest. Nearly all of
them contain a some proportion of retail area. What are the ad-
vantages of such retail shops over independent shopping cen-

tres? Will this be a tendency in the furure?

Real Management: These developments require a lot of

compromise from designers, but their users like them for cheir ver-
satility. This is how developers can usually establish an investment
that brings returns in locations acquired for higher prices. If we
tale a look at these developments, we will see that such investments
entail a kind of city redevelopment, which positively affects the
purchasing power and in turn the retail component of the project.
Retail tenants that move into such multifunctional buildings have
complex marketing backgrounds, and thus can expect a relatively
steady consumer base, which has an important role in the present

situation, so indeed this can be a tendency in the fucure.

ToPARK: The character of a mixed use business environment
is determined by the size and function of its retail component;
within one complex you may supply local demands, the demands
of a smaller agglomeration or even the demands of an entire region.
Independent shopping centres attract consumers with their size and
the complexity of tenants. In order to create good complexity, it is
essential to have a shopping centre or retail component within a

single project.

TriEranit: Domestic and international trends both show that
small companies can hardly compete with large ones. They have a
low communications budgets, and they have less chance to draw

attention or to keep it.

Tesco: [ think that in case of mixed use developments, the mo-
tivation for development is profit maximization and the exploita-
tion zoning and regulation possibilities rather than just functional-
ity. With such projects one must be very careful when planning,
Different units need to be mixed in an appropriate proportion,
paying attention that different profiles do not hinder one another’s
sales. For retailers, what matters is whether the project can con-
tinuously attract a large number of potential consumers on account
of its accessibility, clear ground-plan and an appropriate variety of

tenants.

What do you think the retail market will look like regarding
share/arrangement/structure in 10 years? What kind of stores
and shopping centres will do well in the future? What kind of

developments will survive the crisis?

ToPARK: Complete services mean an excellent combination
of tenants (adjusted to the demand / purchasing power of the catch-
ment area), easy and quick access in a logical way, comfortable park-
ing, large shops, restaurants and entertainment facilities — where

all of these services can be provided under one roof, they will be
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successtul in the future. Those who cannot comply with the needs
of the modern, ever changing world, whose owners do not upgrade

or renovate them will certainly lose their popularity.

Tesco: Within the mentioned timeframe, geographically speak-
ing the market indeed may reach saturation. I think developments
that have an immaculate location, whose operators know and con-
tinuously monitor the demands of consumers and merchants, and
react to market trends in a way that wins the loyalty of consumers

will stay or become successful in the long run.

Real Management: Despite the developments of recent
years, we can still say that cthere are untapped areas in the Hungarian
market. Hungarian consumers typically have consumer interest in
fashion, electronics and interior design, and are well behind the vol-
umes of Western councries. If we expect a recovery in Hungary — an
essential thought for a real estate investor who wants to remain in
the market — we can expect another boom in this industry. The char-
acteristics of a winning development are: good development quality,
the right location, good (public) ransport, the right ground plan,
the right tenants, where consumers and tenants both feel good. For
tenants, low rental prices and operational costs, appropriate logistics

and a high number of visitors are also important.

TrilGranit: In the present financial-economic situation, com-
panies are typically not planning for the next 10 years, but for the
next few months. We still cannot know what shape the crisis will
take (U, V or W), and a lot depends on its duration. At the same
time, it is the ones planning for the long term who will successfully
conquer present challenges. Those who can rearrange their resources

and change the structure of their erganization will have a chance.

Retailers tend to open new shops in locations where they
have the good opinion not only of the developer, bur also of the

company that operates the building.

Can we say that the purchasing power of the countryside lags far
behind that of Budapest? Despite this, strip malls have recently
started to grow intensively — how long can this phenomenon
last, and what is the true potential of the retail marker in the

countryside?
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Real Management: If we take neighbouring Austria as
an example, we see there is a strip mall in every small town with
a population over 5,000, and there are still a couple of years and
a good many reasons for further growth in this sector. Strip malls
pose less financial burden on developers and tenants, both in the
stage of development and following operation. Once the Hungarian
economy starts to recover, rural towns that are not included yet will

need these developments.

TOPARK: With the appearance of retail parks and strip malls,
rural towns and regions started to fill up quickly with modern rerail
units. Expansion was, however, halted by the lack of purchasing
power. Today there are towns in the countryside where the populari-
ty and business activity levels of certain shopping centres are well be-
low expectations. Developers find it difficult to make these projects
successful. In the future, developments must be initiated only in the
best, most frequented locations, and with careful preparations and
an excellent combination of tenants. It seems truer by the minute
that the three basic cornerstones of successful real estate business are

valid in Hungary as well; “location, location, location.”

TriGranit: Developments in the countryside are governed by
the fact that less and less money can be spent on clothing or buy-
ing luxury products. Accordingly, the volume of developments will
probably decrease. A strip mall can be both good and bad as well;
structure itself does not guarantee success. We know examples of

successful and unsuccessful facilities from all forms of retail.

Tesco: So-called strip malls or business parks have multiplied in
Hungary following the requirements of certain chain stores. Mostly
Austrian or German companies prefer this form to inner city pres-
ence. The reason for this, among others, is the lack of possibili-
ties in pedestrian walking streets, an even ground plan, lower rental
prices, cheaper constitution, parking facilities and the magnet effect
of neighbouring retailers. These projects, as far we can see, are pri-
marily built next to hyper- or supermarkets, or prospering discount
retail chain. It is not uncommon to create parks with 10,000 sqm
total area in towns with a population of 15-20,000. In the West, in
such a large agglomeration, 2-3 projects of this size may sometimes

be viable. I think in Hungary the time for such developments has

really just begun.
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