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RETAIL
2022 initially saw a recovery in the investment market for retail real estate. It is now 
clear that transaction activity in this market has been reduced due to rising costs of 
funding, geopolitical instability, higher energy costs, higher employee expenses, a 
lack of qualified personnel, rising procurement costs and concerns about potential 
store revenues. Consumer purchasing power is restricted due to much higher fixed 
costs for mortgages, gas, water, electricity and convenience shopping.  

This is yet another challenge for the retail market, which had already suffered seve-
rely as a result of the pandemic. No other real estate segment has been so directly 
affected by the restrictions introduced to combat the virus. Travel restrictions, forced 
closures, social distancing and the mandatory wearing of face coverings caused a 
dramatic reduction in footfall and accelerated the trend to shopping online. Footfall 
has yet to recover, and visitor numbers that remain lower than pre-virus levels will 
have to be taken into account in 2023 . It is not clear at this point whether this re-
flects a permanent move to online shopping or has more to do with the historic decli-
ne in consumer purchasing power. Consumer spending patterns have been declining 
since the second half of 2022 both online and offline, due to much higher food and 
energy prices passed on to consumers.

2  https://locatus.com/blog/bezoekersaantallen-nog-lang-niet-op-het-niveau-van-voor-corona/?utm_medium=email
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Investors in retail are expecting investment volume in 2023 to be lower than in pre-
vious years. Investors using external funding in particular are currently marking time. 
In a market driven by extremely low initial yields, this first of all benefited institutio-
nal investors and wealthy individuals, many of whom dominated their local market. 
But these investors have also become cautious in the justified expectation that initial 
yields will improve. There is a significant group of investors who are focusing on their 
acquisition strategy for 2023. The retail market needs to settle down again, in the 
sense that supply and demand need to find new price levels at which to meet. 

Although the investment volume of EUR 1.6 billion was up on the previous year, trans-
action activity is currently restricted by the relatively wide gap between bid and offer 
prices. It usually takes time for a new reality like this to be accepted. The transactions 
that are taking place are mostly ‘strategic’ in nature and oriented more towards the 
longer term. This includes top convenience-related retail real estate (both solitary su-
permarkets and shopping centres with a high concentration of both supermarket and 
convenience components), trophy assets that rarely come to the market, value-add 
driven retail real estate and premises let to financially powerful fast-food chains, in 
the knowledge that municipalities will grant few new permits for fast-food outlets.

Private investors were already dominant in the prime shopping areas in the Nether-
lands, and because they mostly finance their new investments with their own me-
ans, transaction activity will be less affected in the high street segment than in the 
convenience segment. The focus will be on the best parts of the prime shopping 
area, with the surrounding shopping streets being more amenable to transformation. 
Although institutional investors have mostly parted company with high street real 
estate, there would be interest here if solid, inner-city propositions come up that eit-
her include a residential element or residential units could be realized, or in the top 15 
cities at prime retail locations. Since neither foreign capital nor the Dutch banks had 
any significant role in this segment, higher interest rates will not directly affect the 
outlook for high quality inner-city retail real estate. The rise in interest rates is leading 
to renewed interest in the value-add segment of the retail market, as other real estate 
segments are seen as too expensive or too risky.
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Investors in retail have focused strongly on the convenience segment in past years, 
based on good fundability, stable cash flow and a low risk profile. Besides supermar-
kets, demand has been mainly for district and neighbourhood shopping centres with 
convenience stores and at least two supermarkets (ideally a full service combined 
with a discounter). The popularity of these small shopping centres has led to a sharp 
decline in available supply in recent years, creating a huge gap between supply and 
demand. But investors are now taking a more critical view. While good prices are still 
offered for the best investments, prospective buyers are no longer prepared to pay 
the asking price for sub-optimal real estate.

In the convenience market, we expect there to be fewer buyers looking for top-con-
venience investments in 2023. Since it is mostly fund managers and investors that are 
dropping out due to rising interest rates and tighter rules from the banks regarding 
sustainability, institutional investors are the best positioned since they are prepa-
red to accept very tight initial yields. As a result of the clear cooling of the housing 
market, interest in the out-of-town and large-scale retail segment has decreased 
proportionally. This segment had actually picked up in recent years due to the over-
heating in the housing market, which was made worse by the Covid crisis. Now that 
the housing market is rapidly cooling off, investors are taking a conservative view in 
this segment as well.

The sharp cost of living increase has reduced consumers’ ability to spend, while vir-
tually all the costs for retailers have risen. Purchasing power will return, as a result of 
government measures such as the energy price cap. Whether that means we will see 
crowded shopping streets again right away remains to be seen.  

This is partly because there are huge differences in the purchasing power calculati-
ons for each household. The average decline of 3.9% is unevenly distributed in the 
Dutch population, and this will also be the case for the recovery in purchasing power 
in 2023. It is no surprise that consumer confidence is at a historical low. The combi-
nation of high costs and the expected recession in the first quarter of 2023 has made 
consumers cautious when it comes to large purchases.

Retail sales shot out of the blocks from the beginning of 2022, with increases of 
14.8% and 10.8% respectively in January and February. From May 2022, sales then 
declined each month to levels below the same month in the previous year. ING’s Ken-
nisbureau (Knowledge Centre) expects retail sales to increase in 2022 by roughly the 
same percentage as in 2021 (4.5%), largely due to price increases. Retail sales will be 
lower year-on-year in 2023, as most of the purchases made in 2022 were the result of 
pent-up demand after the full re-opening.
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Despite the uncertain economic outlook, retailers are still looking for new physical 
retail space in desirable shopping streets. Portfolios are being optimized by means of 
relocation and consolidation. To cut costs, less profitable stores are being exchanged 
for stores at top locations in main shopping streets and there is interest in consolida-
tion in cities where there are multiple units (into one large unit of between 200 and 
500 m²). Partly as a result, already present retailers and new international retailers 
are opting for equivalent stores with similar floor space. This selective demand is 
keeping retail rents in these larger shopping cities relatively stable. 

The realization and finishing of these stores are hindered by a shortage of cash 
(capex), heavy pressure at contractors and shortages of construction materials. This 
means it takes on average nine months from completion of a lease to open a store, a 
historically long period in which rent still has to be paid without generating any reve-
nue.

Source: CBS, edit and forecast: Cushman & Wakefield V.O.F.
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It is also a big challenge for retailers to recruit suitable sales staff in today’s employ-
ment market. This not only slows the growth and opening of stores, leases are also 
more likely to be terminated because there is not enough staff available at the in-
tended locations.   

The shortages in the housing market are driving transformation in retail areas. The 
strong increase of house prices of around 20% has made it attractive to convert emp-
ty retail spaces into residential accommodation. Local government policy has also 
become more constructive, allowing designated use for either residential or retail, 
with the aim of keeping urban areas vibrant. This has led to a sharp decline in vacant 
retail space, which in September 2022 amounted to only 5.8% of total stock. This 
shows that there will be structurally less need for retail space in the longer term, but 
also that there are good alternative uses for the properties themselves.
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