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Economic outlook

Industrial stock in Zagreb (’000 sq m)

According to Oxford Economics, the Croatian economy grew
0.6% in the first quarter of 2017 with private consumption and
investment being the major drivers of growth. The economy is
expected to continue its growth by an average of 2.7% by the
end of the year, supported by stronger exports and further
expansion of private consumption and investment.
Following debt refinancing problems, the biggest company in
the region Agrokor, was put under state management in April.
Although this has disrupted consumer optimism, retail sales
have increased 7.8% in June y-o-y, which is the highest growth
rate in the last decade. In addition, the tourism season could
be stronger than expected and provide an even bigger
momentum to the wider economy. The country is set to grow
faster than the EU average in the near term, boosted by
improved absorption of EU funds.
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Supply
Construction activity remained relatively low, with no new
schemes delivered in Zagreb during the first half of the year.
The previous notable development was a new logistics
distribution centre - TEX Logistik in Sveta Nedelja, spread over
40,000 sq m, which opened in the second half of 2016. The
project was developed for the needs of Tisak, one of Agrokor’s
subsidiaries, and presents a new logistic platform with a click
and collect network across the country.
As a result of the limited construction activity, the industrial
market continues to be the least developed segment of the real
estate market in Zagreb and Croatia. Since there has been a
shortage of speculative industrial projects, many companies
are developing industrial schemes for their own needs. With
the expansion of industrial facilities, several zones in Croatia
have been transformed, including certain areas around Zagreb,
such as Jankomir, Žitnjak, Rugvica, Sveta Helena and Sveta
Nedelja.

Recent completions
Scheme
Tex Logistik

Type
Distribution
centre

Size (sq m)
40,000

The development of the industrial market is highly dependent
on the retail market, which has been recently recording
significant activity. Retail chains already present on the market
are expanding and making improvements to their existing
stores, supporting the need for the development of the
industrial and logistics market segment.
Furthermore, the development of industrial market also
depends on the expansion of manufacturing and logistics
companies. Most of these expansions are expected to occur in
Zagreb or the city’s neighbouring areas. Besides Zagreb, other
important industrial areas in Croatia are major cities with direct
access to the sea, including Split and Rijeka. In addition, the
construction of light industrial projects has been concentrated
in the Međimurje area, located in the North of Croatia.
Based on ongoing market trends, it is expected that the future
supply of industrial schemes will be highly driven by the
construction of built-to-suit projects. Furthermore, the
industrial market will experience more activity in secondary
cities.

Location
Sveta
Nedelja
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In the first half of 2017, Hrvatska Pošta has commenced
construction of the first phase of a new logistics centre in Velika
Gorica. This will be an investment of nearly €50 million, with an
aim to centralize the overall operations of the Croatian Post,
including shipments, transportation and international services.
The first phase will include a centre of 32,000 sq m.
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Future projects

Furthermore, Alibaba, the world’s largest online business-tobusiness trading platform announced its plans to open a
distribution and logistics centre in Europe. Among several
countries, the company has shown interest for the construction
of a distribution centre in Croatia, more precisely Zadar. The
city and its economic zone Crno are strategically located in the
proximity of a sea port, airport, motorway and railway.
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Rental levels
Prime rental levels have remained constant at €5 sq m /month
during the first half of the year. In addition, secondary assets,
including 15 to 20 year old stock and lower quality facilities
have maintained rental levels in the range of €3 to €4 sq m
/month.

Since the beginning of 2017, market activity was largely driven
by the retail, manufacturing and shipping sectors. Existing
retail chains are expanding and remodelling their stores. These
trends are expected to continue and further support the
development of industrial schemes.
Due to the shortage of speculative schemes, industrial facilities
maintained low vacancy levels, especially given the fact that
new industrial schemes were mostly developed for owner
occupation purposes. However, demand for speculative
industrial schemes exists, yet the market is in lack of adequate
premises.
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