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Economic outlook

According to Oxford Economics, the Croatian economy grew by
3.2% year-on-year in the third quarter of 2017, driven by
consumption. The solid performance reflects another record
season for tourism, rising real wages and an improving regional
trade. These trends are likely to continue in 2018, and the
country is set to grow faster than the EU average in the near
term, underpinned by the improved absorption of EU funds.
Following debt refinancing problems, the biggest company in
the region, Agrokor, was put under state management in April
and its restructuring plan could increase the vulnerability of the
banking sector and weaken confidence. However, the tourism
season appears to have been stronger than the record 2016
season. Tourist arrivals were up by over 12% year-on-year in
the period from January to September. Given extensive
investment into hotel capacity, services export volumes are
forecast to rise 3% in 2018.

Supply

During recent years, there were no new shopping centres
delivered in Zagreb. However, the second half of 2017 was
notable for the reopening of Importanne Galleria, which was
rebranded to Galleria Business Centre.
Higher levels of activity were recorded in the secondary cities.
In the late 2017, Marisa shopping centre was opened in Trogir,
located along the coast of the Split-Dalmatia region. The retail
scheme spreads over 14,700 sq m GLA and features tenants
such as CCC, Dress Code, Plodine etc. Furthermore, the
renovation of Mercator in Split was finished and the centre now
operates under the name of Salona Mall.
The majority of investors will remain focused on the secondary
cities. However, there is ongoing development in the capital,
namely Designer Outlet Croatia, next to the existing IKEA store.
The project is being developed in partnership by Swedish
retailer Ikea and Outlet Mutschler Holding AG from Zurich. The
first phase of the retail scheme is scheduled for completion in
2018 and will spread over 15,000 sq m with 90 retail units. Upon
completion of the second phase, the entire scheme will spread
over 25,000 sq m and will have 150 retail units. During the first
half of 2017, Ikea opened its first delivery centres in Rijeka and
Split.
One of the dominant shopping centres, Arena Centar
announced its expansion by nearly 6,000 sq m of retail space in
2018 and additional 8,000 in 2019. Furthermore, the city of
Zagreb announced the construction of an open market place
near Dubec station, an important traffic hub of the city. It will
comprise 52 stores, a small square, a concert stage, children’s
playground and several hospitality establishments.
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In addition, the construction of Max Stoja shopping centre,
spread over 30,000 sq m is in progress. The scheme is located
on the site of a former quarry in Pula and is expected for
completion in the following 12 months. Furthermore, Austrian
MID Holding, in partnership with its Croatian partner,
Montcommerce, announced the construction of Poreč City
Mall. The completion of the scheme is expected in the first half
of 2018. In addition, not even a year after its opening, Mid Bau
Nekretnine announced the potential expansion of Pula City
Mall.
Among the most active investors in the recent period on the
Croatian market has been Supernova, which intensified its
development and investment activity throughout the country.
The expansion of its scheme in Zadar is in progress with
completion scheduled for 2018. In addition, the company
announced expansion plans for its retail scheme in Koprivnica.
Furthermore, the company announced the construction of a
retail park in Požega, spread over 18,000 sq m, estimated for
completion in 2018. Supernova is also planning a
modernization of the recently acquired Branimir Centar, which
was until recently occupied by Acortel hotel chain and will be
remodeled to fit the needs of its future tenant, Hilton.
Furthermore, the big box and supermarket segment recorded
significant movement throughout the year. Due to the
refinancing problems of its parent company, Agrokor,
supermarket chain Konzum announced the closure of some
stores throughout the country in order to prevent losses and
achieve greater operational stability. The company also
announced the sale of stores in Split, Rijeka and Pula, including
the Super Konzum store in Radnička Street in Zagreb.
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However, Kozum continued investing in new store openings
and the modernisation of existing stores. The company opened
a new Super Konzum store spread over 2,000 sq m in Supetar,
Brač and remodelled stores in Solin and Zagreb.

Market entrants

In the recent period, Müller took over the Kozmo drogerie chain
in Croatia and opened a new store in Biograd na moru. In
addition, Spar took over 62 Billa stores and a logistic centre
located in Sv. Helena. The company also opened new stores in
Zagreb, Split and Bibinje and remodeled store in Zadar. The
construction of a new Interspar hypermarket in Rijeka is in
progress with completion scheduled for 2018.
German discount food retailer Lidl also continued the
modernisation of its stores and remodelled a store in Zagreb.
In addition, the company also opened three new stores in
Medulin, Velika Gorica and Krk, reaching a total over 90 stores
in Croatia. Furthermore, Lidl’s existing store in Velika Gorica is
currently being remodelled. Another German retailer, Kaufland,
expanded on the market by opening stores in Makarska and
Zadar, reaching nearly 40 stores in the county.
In addition, local retailer Plodine opened five new stores in
2017 in Fazine, Cres, Nin, Rab and Trogir. Furthermore, Croatian
food retailer Tommy opened stores in Zadar, Crikvenica,
Viškovo, Vodice, Split, Vir and Šibenik, reaching a total of 195
stores in the country. DIY chain Pevec opened its relocated
store in Zadar and a new store in Sisak, while the construction
of another store in Bjelovar is in progress with the completion
date set for summer 2018.
Furthermore, Emmezeta continued its expansion on the
market and opened its new stores in Zadar.

Demand

Retail chains remained active throughout entire 2017, and
several brands opened their first stores in the country. Polish
clothing and household chain Pepco entered the market and
opened its first stores in Zagreb, Varaždin, Zaprešić, Slavonski
brod and Koprivnica. The company announced its plans to
open 14 stores in the country during its first year of operations
and a total of 75 stores within the first three years of
operations. In addition, German retail chain of consumer
goods –TEDi, opened its first stores in Supernova centres in
Zagreb.

Location

City

Brand

Arena centar

Zagreb

Subway

Point shopping centre /
Supernova Buzin

Zagreb

Pepco

Frankopanska street

Zagreb

Heraldi for
Women

Supernova Garden Mall/
Zagreb
Supernova Buzin

TEDi
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Existing retailers continued to expand on the market in Zagreb
and secondary cities. City Center One West introduced new
brands from the Inditex Group, including Zara, Massimo Dutti,
Bershka, Pull&Bear and Stradivarius. Europe’s largest retailer of
sports goods, Decathlon, opened its new store in Osijek. In
addition, Blitz Cinestar opened its first Boutique Cinema in
Kaptol Centar in Zagreb.

Rental levels

During 2017, average rental levels in prime shopping centres in
Zagreb remained stable in the range of €20 to €22 sq m
/month. Additionally, rental levels for retail units in high street
areas also remained stable ranging from €60 to €70 sq m
/month.

Investment market

Interest for the Croatian retail market continued to accelerate
and in the recent period has witnessed significant changes. The
most important shift in 2017 was Austrian Supernova
expanding its Croatian portfolio by acquiring assets in
Koprivnica, Sisak and Požega (land), Garden Mall, Cvjetni, and
later in 2017 Branimir and Kaptol Centar in Zagreb, making it
the leading company in Croatia in terms of retail space.
Additionally, in the second half of the year 2017, Aberdeen
Asset Management sold King Cross shopping centre in Zagreb
to SES Spar European Shopping centres.

American fast food chain Subway re-entered the Croatian
market by opening its restaurant in Arena Centar in Zagreb.
Subway previously entered the market in 2006 before leaving
the market in 2009.
The first Heraldi for Women store was opened in Zagreb at
Frankopanska street, spread over 120 sq m.
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