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Economic outlook

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.

Supply

Since the beginning of the year, construction activity was low
and there were no new shopping centres delivered in Zagreb.
However, during the previous 12 months, construction activity
was more intensive in the secondary cities. The previous
notable projects were delivered in Split, Pula and Samobor.
In 2016, a subsidiary of the Austrian company MID Holding, Mid
Bau Nekretnine opened Pula City Mall, totalling over 13,000 sq
m, and has shown interest for its potential expansion. Prior to
that, the second largest shopping centre in the country was
opened, namely the Mall of Split, spread over 61,700 sq m. In
addition, Shopping Gallery Samobor was opened in the same
year, adding over 8,500 sq m to the retail market.
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In terms of future supply, construction activity remains high in
the secondary cities, however more activity is expected in
Zagreb. The Swedish retailer IKEA started the construction of
Designer Outlet Croatia, located next to the existing
department store in Rugvica. This project is being developed in
partnership with Outlet Mutschler Holding AG from Zurich. The
first phase of the project will spread over 15,000 sq m and will
have 90 stores, announced for completion in 2018.
Furthermore, after the completion of the second phase, the
scheme will spread over 25,000 sq m including 150 stores. The
respective phases present an investment of €88 million and
according to the publically available information, 50% has
already been pre-leased. Additionally, the company continued
its expansion on the market and opened a delivery centre in
Rijeka, while the second centre in Split is upon completion.
Furthermore, the construction of a new shopping centre was
announced in Pula. The project named Max Stoja will spread
over 30,000 sq m and will offer around 830 parking spaces. The
European Bank for Reconstruction and Development and
Enterprise Expansion Fund have announced that they became
equity partners in the development of the respective scheme,
along with the owner Trgovački centar Max Stoja.
The expansion of Supernova’s scheme in Zadar is progressing
and is scheduled for completion in 2018. Aside from the various
new brands, major new features in the expanded Supernova
will be an 800 sq m food court and a 500 sq m childrens’ play
area. In addition, Supernova announced the construction of a
retail park in Požega, spread over 20,000 sq m and scheduled
for completion in 2018.
During the first half of the 2017, activity remained high in the
big box market segment as well. German discount food retailer
Lidl continued the modernisation of its stores in Croatia,
including its store in Donje Svetice, Zagreb. Furthermore, Lidl
opened three new stores in Medulin, Velika Gorica and Krk,
reaching over 90 units in Croatia. In addition, German retailer
Kaufland also expanded on the market by opening its second
store in Zadar.
Plodine opened five new stores in Fazine, Cres, Nin, Rab and
Trogir, reaching a total of 80 stores in Croatia. Tommy also
opened five new stores in Zadar, Crikvenica, Viškovo, Vodice
and Split. The Croatian DIY chain Pevec opened its relocated
10,000 sq m store in Zadar, while the construction of another
store in Bjelovar is in progress and expected for completion by
the end of 2017.
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Lesnina XXXL, the home furnishing chain’s 22,000 sq m store in
Vodnjan is under construction and is scheduled for opening
next year.
Furthermore in the recent period, the retail market in Croatia
has witnessed various shifts. The Konzum supermarket chain,
owned by the Croatian conglomerate Agrokor, announced the
closure of 105 stores across the country by the end of the year,
in order to prevent losses and achieve greater operational
stability. However, the company opened a new Super Konzum
store spread over 2,000 sq m in Supetar, Brač. In addition,
Müller, the German health and beauty retailer’s Zagreb
subsidiary signed an agreement with the Croatian retailer
Konzum to take over the Kozmo drogerie chain in Croatia. The
company opened a new store in Biograd na moru and plans on
reaching a total of 90 stores in Croatia by the end of 2017.
Spar completed the acquisition of 62 Billa stores and a logistic
centre. The supermarket chain also opened two new stores in
Zagreb and Bibinje, and commenced construction of a new
Interspar hypermarket in Rijeka, spread over 15,000 sq m. The
company announced its plans to invest € 50 million in new
store openings with the goal of becoming the largest investor
in the Croatian retail market.

Demand

Since the beginning of the year, retail chains remained active
on the market. Polish clothing and household chain Pepco
entered Croatia’s market and opened its first stores in Zagreb,
Varaždin, Zaprešić, Slavonski brod and Koprivnica.
Following its entrance, the company has announced the
opening of an additional 14 stores in the country by the end of
the first year, with plans of reaching a total of 75 stores within
the first three years of operation.

Blitz Cinestar has opened its first Kaptol Boutique Cinema,
located in Kaptol Centar in Zagreb.
Furthermore, Tower Centar Rijeka recently expanded its tenant
mix with new brands including Next, Ulla Popken, It Style,
Fracomina, Lee Cooper and Kibuba. Furthermore, City Center
one West shopping centre in Zagreb also welcomed new
brands, including Zara, Massimo Dutti, Bershka, Pull&Bear and
Stradivarius, spread over 5,000 sq m. Additionaly, Riva Mall in
Poreč welcomed new tenants such as Mass, Models Fashion
Store, Intersport, Ghetaldus optika, Vitapur and Prima.
Decathlon, Europe’s largest retailer of sports goods opened its
new store in Osijek, reaching a total of five stores in Croatia.

Rental levels

From the beginning of 2017, average rental levels in prime
shopping centres in Zagreb have remained stable, ranging
from €20 to €22 sq m /month. In addition, prime rental units in
high street areas also remained in the range of €60 to €70 sq m
/month.

Investment market

Over the previous months, the retail market in Croatia has been
quite turbulent, reflecting in various shifts among retail chains
including Spar’s acquisition of Billa, the closure of Konzum
stores and Müller taking over Kozmo. In addition, the
acquisition of retail assets continued from the beginning of the
year with Austrian Supernova purchasing retail centres in
Koprivnica, Sisak and Požega - in project stages, as well as
Garden Mall and Cvjetni shopping centres in Zagreb, making it
the leading company in Croatia in terms of retail space.

American fast food chain Subway has returned to the Croatian
market, opening of its first restaurant in Arena Centar in
Zagreb. The main expansion point for the chain are Zagreb,
Rijeka, Split and Dubrovnik. Prior to this, Subway entered the
market in 2006 and shut down its operations in 2009.

Market entrants
Location

City

Brand

Arena centar

Zagreb

Subway

Point shopping centre /
Supernova Buzin

Zagreb

Pepco
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