
“Rental stability, tenant solvency, low vacancy rates, easy
development and management, as well as low supply per capita,
has meant that by their very nature prime retail parks are very
attractive for developers and investors, however at the same time
the ideal product is scarce”.

Luis Espadas - Capital Markets Director

Spain retail warehouse market

Spring 2011

GLA per autonomous community - RW* Accumulated stock and openings - RP*

Source: Savills Research / *Retail warehouse market Source: AECC / Savills Research / * Retail parks / ** Forecast

� Retail parks are weathering the storm. After
record new GLA figures in 2008, the retail
warehouse market has maintained and even
increased its presence in terms of new
development completions.

� Almost 170,000 sqm is expected to come onto the
market in 2011; if this happens, there will be a
12% increase in new GLA compared to 2010. The
first retail park of 2011 –Bogaris’ 35,000 sqm
Sevilla Este–, opened its doors to the public in
February.

� There are many medium and long-term projects,
but the feasibility of these will largely depend on
how the economic situation pans out as well as
developers being able to access finance.

� Operators are developing and strengthening their
influence in the market. Their expansion plans are
being analysed carefully in order to identify an
optimum growth strategy. At the moment we are
not expecting new companies to enter the sector.

� We expect rental stability to be sustained. Prime
rents should remain at €16 to €18/sqm/month for
a second consecutive year.

� International investors have been following the
retail park market very carefully for quite some
time. The absence of transactions is due to a lack
of attractive products (prime). If a prime product
came onto the market, the increase in demand
would put pressure on yields.



Economy

Europe, specifically the Eurozone, grew around 1.6% to
1.7% in 2010 (average annual GDP change). European
countries have performed differently, with central and
northern European nations growing considerably
compared to Mediterranean countries. Even within each
nation, quarterly development has been inconsistent in
several cases, highlighting the uncertainty with regards
to how the economic situation will pan out after the
recent crisis.

Spanish GDP declined by 0.6% in 2010, after
increasing by almost 6 tenths of a point in the fourth
quarter (0.2% quarter-on-quarter). As a result, Spain is
still a far cry from European trends, although GDP did
increase above what was projected, albeit minimally.
The recovery in household consumption was hindered
mid-year (as a result of the VAT increase), but it did
begin to pick up slightly towards the end of 2010. Most
of the economic indicators point towards less of a
slowdown and even positive development, but the rates
are not always apparent.

GDP, consumption and retail sales

Source: INE / *Quarterly average of monthly y-o-y variations

This lack of clarity is moving towards the general
public as well. However, after a decline in consumer
confidence in December 2010, the Consumer
Confidence Indicator increased in January and
February 2011 as a result of both an improvement in
the perception of the current situation as well as an
increase in expectations, especially those regarding
personal or family economic situations.

Retail trade development in Spain has been even more
unfavourable recently. Sales declined by 1.7% in 2010
compared to 2009, and in January they fell by 4.7%
compared to January 2010, meaning that sales
declined over seven consecutive months. Both sales
and employment in the sector have fallen in most of
the autonomous communities during the year, and the
large chains were the only ones to see average sales
grow by 1.8% in 2010.

According to the last national survey, 4,696,000 people
were unemployed at the end of 2010, placing the
unemployment rate at 20.3%. Unemployment
increased by 138,600 in the fourth quarter; this was
mainly due to the decline in the services and
construction sectors over the last year. With 1,328,000
households where all members are unemployed and
the fact that the unemployment rate is double that of
the European average, the continued decline of the
Spanish job market is still the most obvious sign of the
national crisis and the main hindrance to a fast and
significant recovery.

Brief market overview

In a turbulent economic climate, the retail park and
retail warehouse markets have to deal with adversities.
It is hardly surprising that many companies occupying
this space are either “discount” or “low cost” as these
are much more in demand during a crisis. The fashion
and accessories, DIY, furniture, electrical appliances,
sport, food sectors etc.; all have several “low price”
brands.

New GLA and openings

Source: AECC / Savills Research / *Forecast

Economy and overview
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Stock
After record GLA figures in 2008, the retail warehouse
market has maintained and even increased its
presence in terms of new projects completed. New
parks amounted to 23% of all projects in 2007 and this
has increased gradually to 45% in 2010. This
increasing trend is set to continue in the short and
medium term with 61% in 2011 and 67% over the next
two years.

GLA has not developed so well, although it has been
stable (from 20% in 2007 to an estimated 40% for
2011 and the next two years). However it peaked in
2010 with almost 45% of new space, as a result of the
first phase of the Luz Shopping retail complex in Jerez
de la Frontera (over 100,000 sqm) coming onto the
market. Ikea opened its doors in April (33,000 sqm)
and in Autumn 80,000 sqm was handed over to other
operators. Some of these operators are in the furniture
trade and are making the most of the synergy created
by the Swedish multinational. Others are diverse
companies that are well-known and valued by
consumers including Decathlon, Alcampo, Sprinter or
Urende amongst others. A 16,000 sqm open air centre
is set to open in Spring 2011.

Average size per autonomous community - RP

Source: Savills Research

Stock

Retail park stock

At the end of 2010 retail warehouse park supply
amounted to 1.48 million sqm, which is 10.3% of the
overall retail market. Bogaris opened the 35,000 sqm
Sevilla Este Multifunctional Park at the end of
February, which includes important brands such as
Alcampo, Worten, Sprinter or Kiaba. Bricor will also
open there soon.

The distribution of properties in terms of size follows a
very similar pattern to last year. Out of the 55 parks in
March 2011, almost half are between 10,000 and
19,999 sqm, followed by those over 30,000 sqm,
amounting to 25% of the total (14 parks). Out of these,
seven parks are over 50,000 sqm: the 50,500 sqm
Parque Mediterráneo in Cartagena (Murcia); the
55,000 sqm Rivas Futura in Rivas Vaciamadrid
(Madrid); the 78,000 sqm Megapark Madrid in San
Sebastián de los Reyes, the 83,000 sqm Puerto
Venecia in Zaragoza; the 94,000 sqm Megapark
Barakaldo in Vizcaya; the 113,000 sqm Luz Shopping
in Jerez de la Frontera (Cadiz) and finally the 125,000
sqm Parque Oeste in Alcorcón (Madrid), making it the
largest complex in the country.

Retail parks by size

Source: Savills Research

The parks are located in ten autonomous communities.
Andalusia leads the GLA ranking with 29% of the total,
followed by Madrid with 27%; meaning that they
amount to 56% of total GLA between them. With
regards to the number of parks, Madrid and Andalusia
are the top autonomous communities with 18 and 10
complexes respectively.

With regards to GLA per province, Murcia, Cadiz and
Seville take second, third and fourth place, followed by
Madrid. A considerable amount of the 13 parks in the
“very large” category are located in Madrid and Murcia.
Cadiz opened one of the largest retail parks last year
and thanks to the opening of Sevilla Este, Seville has
now taken fourth place. Zaragoza occupied this
position at the end of last year as one of the largest
complexes in the country is located there.

The total GLA in the retail parks in Murcia, Cadiz and
Seville have over 100,000 sqm GLA and the total of
these slightly exceeds Madrid’s total GLA of just over
406,000 sqm.
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Stand-alone retail warehouse stock

As we indicated in the first edition of the retail
warehouse market report (Spring 2010), the supply of
retail warehouses in a retail park can be easily
verifiable. However, it is much more complicated when
they are stand-alone retail units in a hypermarket or
retail area with different owners where shared spaces
such as car parks were not taken into account when
the development was built.

According to our estimates the current stock of stand-
alone retail warehouse units is 2.66 million sqm - a
20% increase compared to last year. We must highlight
that this GLA figure is not included in the total retail
area we are using to analyse the overall retail market -
unlike retail warehouse parks, the total area of
independent retail warehouse units is only used in the
retail warehouse market study.

There are more independent retail warehouse units
than retail warehouse parks. Each Spanish province
has retail space with an “independent retail
warehouse” category despite the fact that not all have
retail space in retail warehouse parks. For instance,
the 55 retail parks are only located in 20 of the 52
Spanish provinces (including the autonomous cities of
Ceuta and Melilla).

Total retail warehouse stock

The total GLA for retail warehouse parks and the
estimate for stand-alone retail units amounts to 4.17
million sqm. There are some differences in the regional
distribution of overall retail area - Andalusia, Madrid
and the Valencian Community are the top three
communities, making up almost half of the total retail
warehouse space in the country (independent retail
units and units in retail parks). On the opposite side of
the spectrum, La Rioja, Cantabria and Navarre barely
make up 3% of the total.

The top five provinces are Madrid, Barcelona,
Valencia, Seville and Cadiz. Cadiz is in the top five as
a result of the Inter Ikea Centre Group’s (IICG) Luz
Shopping mega complex coming onto the market.
Teruel, Lerida and Cuenca trail behind at the bottom of
the list.

Retail warehouse density

If we analyse the submarket of independent retail
warehouses, the average retail density (retail sqm per
1,000 habitants) is 56.59 sqm. The average retail

density of stand-alone retail units plus retail parks is
88.69 sqm, almost 16% above the retail density figure
for 2009, which is strengthening the continued growth
of the retail warehouse segment within the retail sector.

In terms of autonomous communities, seven regions
exceed the national average. These include Murcia,
Aragon and Andalusia which exceed 105 sqm per
1,000 habitants, meaning that they have a very high
average density range. Extremadura and Catalonia are
amongst those with the least density as a result of
Extremadura’s low economic level and the fiscal
restrictions in Catalonia when developing large retail
spaces.

Retail density vs retail park density

Source: Savills Research

Cadiz comes top in terms of retail density per province,
followed by Zaragoza, Zamora, Soria and Murcia.
Zamora and Soria are included because they are two
of the least populated provinces in Spain.

A comparison of the overall retail market (shopping
centres, factory outlet complexes, leisure centres etc.)
shows that the retail warehouse segment has a long
way to go. The average retail density in the retail
market (excluding the GLA of the retail warehouses) in
Spain is just over 252.77 sqm per 1,000 habitants,
which exceeds the level recorded in the retail unit
market. This difference is more apparent (> 200 sqm)
in Asturias, Madrid, the Canary Islands, the Basque
Country and La Rioja. In the Balearics, Castilla-La-
Mancha or Extremadura, there is less of a difference
between the GLA for retail warehouses and the rest of
the retail market (difference of less than 100 sqm).

Stock and retail density
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GDP per capita vs retail density

Comparing economic data per capita with the retail
density of the retail warehouse market will allow us to
quickly identify the regions where there may be an
opportunity to develop a retail complex. According to
INE’s latest Regional Accounting publication (2009
advanced data) the autonomous communities with a
GDP per capita of over €20,000 and retail density of
under 70 sqm are La Rioja, Cantabria and Catalonia
and Ceuta and Melilla.

Retail warehouse market operators

It is a fact that the crisis has caused consumption to
rocket in low cost stores. But according to a study by
PwC (Evolution or Revolution: A new consumer or a
new way of consuming?) the situation will not go away
when the economic difficulties have been dealt with,
but rather everything points to the fact that consumers
will keep buying cheaper products because they have
discovered that cheap options do not necessarily mean
that the quality of the product is compromised.

The retail warehouse market is a natural habitat for
many low cost brands, but the expansion plans of
these operators are continuing to be carefully
analysed, in order to identify optimum locations that
provide the best opportunities for results.

In this sense, the most active sectors include food,
DIY, sport and fashion. Various sectors are going to
have a presence in the retail parks expected to open in
2011 - for example, the sports operators Decathlon
and Sprinter, the fashion operators Merkal and Kiabi
and the DIY store AKI will open various centres in both
retail parks as well as stand-alone units.

Despite being one of the most active operators, Ikea
does not appear on the list because in the short term it
only expects to open the Rio Shopping store in the
retail complex that IICG is developing in Arroyo de la
Encomienda. In Summer 2012 the Sabadell Centre
(Barcelona) will open and in the long term it expects to
develop centres in Madrid, Catalonia, Galicia,
Andalusia and the Valencian Community.

Rents
There is nothing particularly new to report with regard
to rents. Rents in prime parks have remained stable at
€16/sqm/month to €18/sqm/month for a second
consecutive year. We always refer to rents agreed in
new or renewed contracts as despite the aggressive

decline in rents from the market’s peak (almost -30%),
operators who signed for rents between €20-
22/sqm/month are still paying these levels. Unlike in
shopping centres, operators located in retail parks are
benefiting from lower rents and favourable sales and
turnover volumes, meaning that discounts are not a
frequent occurrence in this sector.

In the European context, the strength of the retail park
market is reflected in rents, with the UK leading the
ranking with just over €29/sqm/month.

Prime rents in Europe - RP - Q4 2010

Source: Savills Research

Future supply

Almost 170,000 sqm of GLA is expected to come onto
the market in 2011, which is almost 40% of total
estimated retail space. 21% of the new retail
warehouse supply has already been delivered to the
market. Bogaris completed the 35,000 sqm Sevilla
Este Multifunctional Park at the end of February. In
terms of volume, Parque Abadía in Toledo should be
highlighted with 50,000 sqm of retail space. Inter Ikea
Centre Group appears alongside the retail project
developers for yet another year. The Swedish
multinational will open its first store in Castilla y Leon
in Summer 2011. The first phase of the Rio Shopping
retail complex (34,000 sqm) will be completed in 2012,
which will include a shopping centre and retail
warehouse area.

Retail density, retailers,
rents and projects
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Projects and investment
The outlook for the medium and long term continues to
be overshadowed by uncertainty. Over 280,000 sqm is
planned for the next two years and Bogaris will be
developing 61% of this. How the market and the
economic situation pans out will largely determine the
developments that will be completed.

New GLA and number of openings - RP

Source: AECC / Savills Research / *Forecast

IIn this sense Carrefour Property are already carrying
out the development of new commercial area of retail
warehouse units close to several hypermarkets. In
total, the French multinational will deliver little more
than 55,000 m² in the next two years.

The general outlook for the market seems to suggest
various issues that will make the development of new
complexes difficult. On the one hand, the retail market
requires developers to be specialised in a particular
product and there are not many of these at the
moment. Similarly there is not much variety amongst
operators located in retail warehouses (either in retail
parks or in stand-alone units). There are still issues
regarding access to finance and land remains
expensive, as retail park projects require a large
amount of the plot for parking, i.e. the land is not
productive. So, whilst the seller of the plot considers
the whole area as buildable area, the buyer tries to just
pay for the space it can profit from. This can
sometimes only be 50%, as the rest of the land is used
for car parking.

Investment market

The retail investment market in Spain continues to be
dominated by traditional product. In 2010 shopping
centres amounted to 46% of the total investment
volume. Almost €83 million of purchases of retail
warehouses/parks contributed to just 12% of the
overall figure.

Although at first glance we could interpret the result as
an average figure, we must highlight that this figure
has tripled compared to the year before, although the
average investment volume decreased by
approximately 28% from €19 million in 2009 to €14
million in 2010. If we only consider transactions in retail
parks, the average increases to €26 million, with stand
-alone retail units amounting to just over €7 million. Of
the assets that changed ownership, two were retail
warehouse parks and four were independent retail
warehouses.

Historically (which started in 2000) these six
transactions have marked the top of the market, but
they did not involve large sums of money. Transaction
volumes in 2010 were a far cry from the 300 million
recorded in 2006 (although almost three quarters of
the capital was for Megapark Barakaldo). This is way
above the average for the decade of almost 95 million.

Prime retail parks yields

Source: Savills Research
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Investment, yields and forecasts
Recent transactions

Parque Ronda Sur in Murcia is a small retail complex
with brands including C&A, Mediamarkt and
Mercadona. It was developed by a Valencian
developer and bought by a private investor from
Zaragoza.

Parque Meixueiro in Vigo (Pontevedra). Savills advised
the buyer on this transaction. Henderson sold a retail
complex with no competition in the catchment area.
The complex includes top brands with long-term
contracts and market rents.

The other transactions were for independent units. In
the majority of the transactions, both the buyer and
seller were private investors. Rockspring was the
buyer in a sale and leaseback transaction for two retail
stores occupied by Forum Sport (clothing and sports
equipment brand owned by Grupo Eroski).

The presence of national private investors on the
“traditional” and retail warehouse scene is usually
linked to the seller being a developer. As buyers, they
are usually interested in high street retail units,
generally on the main retail streets. Over the past few
months several banks have put small batches of bank
branches up for sale on sale & leaseback formats and
these have also been successful with small investors.
Retail units act as a “wealth safe haven” and they have
a clear real estate component. On the other hand, if
they are vacant, another operator will probably occupy
them again (their location within the retail map of the
city is particularly relevant in this sense). However,
“clusters” of retail warehouses, except on rarer
occasions, are generally located away from urban
areas so their real estate value tends not to be as high.
There is also not so much demand for these retail
warehouses, hence this makes it more difficult to find
new tenants.

We could say that the latest transactions signed by
private investors in the retail market are an exception,
and that in some cases the operator provided enough
security in the transaction and in others, despite the
fact that they were “clusters”, the fact that they are
located next to a large retail complex has helped them
considerably.

In any case, international firms control the essential
features of such a specialised market and they
frequently appear as buyers. So, what has happened?
Why did foreign capital barely amount to 65% of
investment volume in 2010 when it reached 80% up till
2009?

This could be due to several factors. On the one hand
there is a lack of product. As we highlighted at the
beginning of this report, Spain currently has 55 retail
warehouse parks, but not all of them are for sale.
Those that are for sale do not all meet all of the

requirements that investors look for. On the other
hand, there are not many investors who are ready to
invest. You have to match the lack of supply with the
investors interest in buying.

Clearly a retail complex in a good location, which a
leader in its catchment area and with a high occupancy
rate, long-term contracts and market rents will always
have more than one investor interested, but until the
ideal property comes to the market, buyers will have to
look at their priorities and reject those that do not
reach their expectations.

Yields

Yields for prime products were stable for most of 2010
and they remain stable at the moment. The gross yield
for a park that meets all investor requirements (good
location, high occupancy rate and long-term contracts)
is around 7.0%, 25 base points below the yield
recorded last year. The absence of transactions may
mean that yields will remain stable, but if there were
prime products in the market, the increase in demand
would put pressure on yields.

Forecasts

The development of the economy will largely
determine the development of the market. The
recovery of several economic indicators including
private consumption, consumer confidence or
unemployment will affect the expansion of operators.
No new companies are expected to join the market at
the moment, but those that are already present will
continue with their expansion plans.

With uncertainty lying ahead, an increase in rents
seems to be unlikely; at the moment rents remain
stable in all areas and sectors.

It appears that the investment market will be very
similar to last year. There may be two or three retail
park transactions and an independent store may be
sold. Also, a developer with a portfolio of properties,
which is having difficulties obtaining finance, could
reach an agreement with international investors to
create vehicles with income producing properties and
projects that could allow them to obtain liquidity in
order to develop.
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