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Russia (officially known as both Russia and
the Russian Federation) is the largest
country in the world by area and is also the
ninth most populous nation with over 143
million people.
Russia has vast natural resources and a highly educated
workforce. There are fifteen cities with over a million in
population. After many years of consumers having
virtually no choice, Russia has become a nation of fashion
followers. It offers a large market for retail goods and
services. The Russian retail market is the largest in
Europe by existing stock and one of the leaders in terms
of future pipeline. Although the retail market now faces
challenging conditions there is still a potential for further
development.
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RUSSIA
ECONOMIC OVERVIEW

ECONOMIC SUMMARY
ECONOMIC INDICATORS*

2018

2019F

2020F

2021F

2022F

GDP growth

2.3

1.7

1.6

1.7

1.4

Consumer spending

2.3

2.0

1.8

2.0

1.9

Industrial production

2.8

1.3

1.5

1.5

1.3

Investment

2.9

-2.6

2.2

2.0

1.5

Unemployment rate (%)

4.8

4.9

4.8

4.7

4.7

Inflation

2.9

4.7

3.9

3.9

4.0

Ruble/ € (average)

73.9

74.7

76.0

78.0

78.5

Ruble/ US$ (average)

62.7

65.4

63.9

63.1

62.8

Interest rates Short term (%)

7.4

7.7

7.3

7.0

6.5

Interest rates 10-year (%)

8.0

8.3

8.1

8.0

7.9

ECONOMIC BREAKDOWN
Population
GDP (nominal)
Public Sector Balance

Public Sector Debt
Current Account Balance
Parliament

Head Of State
Election Date

143.9 million (2018)
US$ 1.65 trillion (2018)
3% of GDP (2018)

RETAIL SALES GROWTH:
% CHANGE ON PREVIOUS YEAR
RUSSIA

2018

2019F

2020F

2021F

2022F

Retail Volume*

2.4%

3.1%

2.8%

2.5%

1.6%

11.1% of GDP (2018)
6.8% of GDP (2018)
Presidential Federal Republic
Vladimir Putin
March 2018

Note: *annual % growth rate unless otherwise indicated. Figures are based on local currency and in real terms. E estimate F forecast
Source: Oxford Economics Ltd.
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CITY

POPULATION
(‘000)

Moscow
St Petersburg

Novosibirsk
Yekaterinburg
Nizhniy Novgorod
Kazan
Chelyabinsk
Omsk
Samara
Rostov-on-Don
Ufa
Krasnoyarsk
Perm
Voronezh
Volgograd
Krasnodar
Saratov

Tyumen
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12,507
5,352
1,613
1,502
1,268
1,244
1,202
1,172

1,163
1,130
1,121
1,092
1,052
1,048
1,014
990

RUSSIA
LARGEST CITIES

845
768
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RUSSIA
RETAIL OVERVIEW

MAJOR DOMESTIC FOOD RETAILERS
Х5 Retail Group (Perekrestok, Pyaterochka, Karusel), Magnit, Lenta, iDix, Krasnoe i Beloe, Monetka, Vkusvill

MAJOR DOMESTIC NON-FOOD RETAILERS
Detskiy mir, M’video, Eldorado, Sportmaster, L’etoile, DNS, Gloria Jeans, Melon Fashion Group (befree, Zarina, Love
Republic), Familia, O’stin, Kari, oodji, Zolla, Lady & Gentleman, Snezhnaya Koroleva, Sela

INTERNATIONAL RETAILERS IN RUSSIA
Auchan, Metro Cash & Carry, Globus, IKEA, OBI, Leroy Merlin, Decathlon, Inditex, LPP, H&M, Uniqlo, Adidas, Colin’s,
Mango, Adidas, Marks & Spencer, Lacoste, Prada, Gucci, Chanel, CK, Hermes

FOOD AND BEVERAGE OPERATORS
McDonald’s, Burger King, KFC, Subway, Starbucks, Dunkin’ Donuts, Krispy Kreme, Shokoladnitsa, Teremok, Stardog’s,
Dodo Pizza, Kroshka Kartoshka

TYPICAL HOURS
MONDAY - FRIDAY

SATURDAY

SUNDAY

10:00 – 22:00/ 23:00

10:00 – 22:00/ 23:00

10:00 – 22:00/ 23:00

NEW ENTRANTS TO MARKET
Sephora

Liu Jo

Billionaire

Adolfo Dominguez

Karl Lagerfeld

COS

Coach

Panda Express

That’s Living

Dirk Bikkembergs

Giorgio Magnani

Bape

Haier

DKNY Sport

Huawei

Rains
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RUSSIA
RETAIL SCENE
We now see formation of a new reality. The
retail real-estate market in Russia has
passed through the phase of active growth
and expansion. The market is close to
maturity.
After several years of active economic development, the
market situation has changed. The past three years of
consumer market compression together with a lack of credit
financing for retail development and retailers’ reduced
expansion plans, have resulted in a new record low volume
of new construction in 2018. In the next two years
construction activity is expected to remain at the same
level.
In 2018, the total existing quality retail stock in Russia
totaled 21.2 million sqm GLA or 144 sqm per 1,000
inhabitants, half the European average of 294 sqm. The
majority of existing projects and projects under construction
are located in large cities with a population of over 500,000
people.
The retail real estate market in Russia has passed through
a phase of active growth and now is turning from quantity
growth to structural upgrade. Developers are focused on
their existing portfolios, and are therefore focusing on
increasing footfall, optimizing concepts and searching for
new formats and approaches to business operations.
The consumer’s purpose of visiting shopping centers is no
longer restricted only to making purchases, but also to
spend leisure time. To this end, the development of
entertainment and food and beverage sections of shopping
centers has been a pronounced trend recently.
Market consolidation is another key trend - large national
and international retailers are taking over local chains or
assets of international retailers leaving the market.
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Even though construction volume is decreasing, Russia is
still one of the leaders by development pipeline among
European countries for 2019-2020. In addition, the Russian
retail market still has potential for further development.
There are a limited number of streets suitable for
international brands, which is why the majority of them
prefer to open their stores in shopping centres. High street
retail is mostly represented in Moscow and St. Petersburg.
The high street market is unsophisticated and nontransparent, although signs of improvement are being seen.
The current climate also restricts footfall.
The retail outlet format is yet not widely presented in
Russia. There are currently three outlet centers in Moscow
(the first opening in 2012), one in St. Petersburg and
Ekaterinburg. Developers are planning projects due to
retailer demand for this new format.
E-commerce showed growth of 19% in 2018. Online sales
volume grew by two times for the last five years. The
market is expected to grow by 16% on average annually
and double again by 2023. However, the share of ecommerce in total retail turnover in Russia is still not
significant and reaches only about 4%.
It is possible to enter the Russian market directly, though
the most common route is via franchise. One challenge
faced by brands, other than real estate, is finding and
selecting a local partner. There are several groups with
multiple international brands and varying experience and
capability to choose from.
Big box retailers such as Ikea, Obi and Auchan entered
directly. Large gallery retailers such as H&M, Inditex,
Uniqlo and Mango generally have direct operations. A
recent trend shows that brands, especially in the luxury
market, are breaking away from their local partners.
Examples include Chanel, Prada, Hermes and Swatch
group.
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RUSSIA
SHOPPING CENTRES

TOP TEN SHOPPING CENTRES BY SIZE
NAME
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CITY

SIZE (GLA SQM)

YEAR OPENED

Aviapark

Moscow

230,000

2014

MEGA Belaya Dacha

Moscow

222,000

2008

MEGA Khimki

Moscow

175,000

2004

Greenvich

Ekaterinburg

172,836

2016

Zolotoy Vavilon Rostokino

Moscow

170,000

2009

Oz Mall

Krasnodar

169,000

2012

MEGA Tyoply Stan

Moscow

158,000

2002

Columbus

Moscow

156,000

2015

City-park Grad

Voronezh

144,300

2010

MEGA Dybenko

St. Petersburg

140,400

2006
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RUSSIA
KEY FEATURES OF LEASE STRUCTURE
KEY FEATURES OF LEASE
ITEM

COMMENT

Lease Terms

Standard lease terms are between 3-5 years with some up to 7-10 years for anchors. Break option is possible after 2-3 years of lease, subject
to negotiation with landlord.

Rental Payment

Rents are typically payable monthly or quarterly in advance. The most common structure of rental payments is a compound rental rate – either
a minimum fixed rent or a percentage of the turnover of the tenant (whichever is higher) is used as a rental payment. “Net” percentage of
turnover (without fixed payment) is almost never used as a method of payment, it is sometimes used for large anchor tenants (hypermarkets,
entertainment, cinema). Average percentage varies from 12 to 15% for retail gallery operator, from 3 to 5% for large anchor tenants.
The rent deposit required in shopping centers is typically 1-2 months rent equivalent (bank guarantee optional).

Rent Review

After the financial crisis, rent reviews have become more popular.

Service Charges, Repairs and
Insurance

A service charge is usually payable in multi-tenanted buildings and covers management fees, security, cleaning, landscaping, internal
maintenance of common parts, external maintenance and insurance, servicing of elevators, water, heating, air conditioning, management fees
and property taxes. It includes internal maintenance and insurance of rented accommodation, as well as utility charges and VAT. Tenants are
mainly responsible for internal repairs and maintenance, while landlords are responsible for common areas (cosmetic repairs generally) and
structural repairs. Service charge is payable by tenants at either an “open book” basis or as a fixed cost. Utilities payments are often included in
the service charges, but it depends on the landlord and different types of projects. Building insurance is normally charged back to the tenant via
service charge.

Property Taxes and other costs

On rents and service charges VAT is payable (currently 18%). Local property taxes are not paid separately, they are generally included in the
service charges.

Disposal of a Lease

Sub-letting is usually not common under the terms of the lease, in some cases sublease is subject to negotiation.

Legislation

Relations with tenants are regulated by contracts, which should answer general statements of the civil law, no special legislative acts are
issued.
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OXANA MOSTYAEVA
Head of Retail
Ducat Place III 6th Floor;

Gasheka St. 6; Moscow, Russia
125047
Tel +7 916 181 7429
oxana.mostyaeva@cushwake.com

No warranty or representation, express or implied, is made to the
accuracy or completeness of the information contained herein, and the
same is submitted subject to errors, omissions, change of price, rental
or other conditions, withdrawal without notice, and to any special
listing conditions imposed by our principals.
© 2019 Cushman & Wakefield LLP. All rights reserved.

