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ECONOMY: Slow Government Aid Throttles Recovery Outlook
COVID-19 pandemic struck the global economy in full force and Slovakia’s economy is no exception. It has been affected both by
demand slump as well as restrictions imposed by the government to curb the spread of coronavirus. Although late, the
Government’s partial compensation for the losses of private sector’s revenue might relieve the initial burden in most cases.
However, taking government aid is not a viable business plan in the long run. Hence, soaring unemployment and an extraordinary
occupational mobility are likely as foreign demand falls. Based on the Statistical Office of the SR figures, the annual inflation rate
slowed down to 2.3% in March, above the estimated inflation in eurozone and even the European Central Bank’s target rate of
near, but under, 2.0%. Unlike during the financial crash of 2008, the construction sector will now be affected last. Loans to private
sector are expected to drop amidst the reluctant lending attitude of financial sector, however, there is a rising demand for
revolving credit facilities. Real estate investment is expected to drop this year due to investor unwillingness to close deals amid
pricing and/or income uncertainty.

SUPPLY & DEMAND: New Schemes Postponed Amid Difficult Negotiations
Extraordinary circumstances in retail caused tenant turnover woes which negatively affected income of each retail landlord in the
country. Despite joint efforts and petition from retailers and landlords, the Government failed to provide initial help that would be
specific to retail, an industry directly affected by the pandemic. To keep the retail alive and going, the existing contracts will have
to be renegotiated to reflect changes in retail spending in the country. Incorporating turnover rents more widely is one example.
To help bridge the initial period, some landlords offered rent-free periods or credit notes to tenants. Hence, the Government’s
legislation on the postponement of landlord claims is only a supplementary measure. The resulting shortfall in revenue will affect
asset pricing substantially. Pre-leases in schemes under construction slowed down which postponed many completion dates,
including Stanica Nivy, an ambitious large-scale project in the centre of Bratislava.

PRICING: 2020 - Not The Year of Retail
We saw a cautious increase in prime retail yield in the first quarter. COVID-19 pandemic accelerated this anticipated
development which is believed to continue. The extent of the future yield increase is unknown but we believe that the gap
between prime logistics and prime shopping centre yield might narrow or even close. Many factors play a role here including how
much will the consumer behavior change, the number of unemployed and how fast the Government will respond with aid. Retail
rents face a challenging future as well, and this might in turn negatively impact asset prices. We believe most major transactions
will be put on hold until the next year.
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Banská Bystrica 84,800 - 645,000 131 6.00%

Bratislava 475,100 123,700 670,000 710 €65.00 5.90%

Košice 172,200 14,000 801,000 215 5.90%

Nitra 114,700 16,300 675,000 170 6.00%

Prešov 84,400 46,900 826,000 102 6.25%

Trenčín 74,200 - 585,000 127 6.25%

Trnava 102,300 - 564,000 181 6.00%

Žilina 153,400 36,100 691,000 222 6.25%

SLOVAKIA TOTAL 1,261,100 237,000 5,458,000 231 €65.00 5.90%
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Stanica Nivy Bratislava 70,000 2021 HB Reavis

Forum Prešov Prešov 30,500 2020 GEMO

Eurovea Bratislava 25,000 2022 J&T

OC Ruža Ružomberok 24,000 2021 TetraStav

Eperia Prešov Prešov 11,000 2021 J&T
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