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ECONOMY: Rebound expected in 2021 after strong economic blow in 2020 

Luxembourg’s economy will contract this year due to the impact of the coronavirus pandemic and the containment measures. The 

combined supply, demand and financial shock of the crisis has led to a revised economic growth forecast of -6.2% for 2020. 

Moreover, the risks remain on the downside, linked to the effectiveness of the containment measures in Luxembourg (as well as in

other countries) and the long-term consequences of disruption to the economy. Unemployment is expected to rise to 6.8% in 2020 

and decrease again in 2021. The situation is however expected to ease in 2021 with a rise of the GDP growth and a decrease of

unemployment rate.

LETTING MARKET: Activity on the downside in H1

The COVID-19 crisis accelerate the reshaping previously observed in the retail sector. The growing shift towards the online retail 

and the lockdown observed during most of the second quarter led to a strong decrease of the activity (both in number of deals and 

surfaces) in H1 2020 where a low 8,500 sq m of take-up was recorded, below the 5-years average (excluding the exceptional 

2019). Main streets and shopping centres suffered more than the out-of-town retail though encouraging signs are recently 

observed with footfalls on a slight upward.

A new correction of the prime rents has been observed in the high streets segment, it stands now at 150 €/sq m/month (compared 

to 160€ last quarter). A decrease is also observed in the shopping centres while the prime rents in the out-of-town segment remain 

stable. The trend for the coming months is to a stabilization at these levels. However, depending on the evolution of the sanitary 

crisis, the situation could be very different before the end of the year. 
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MARKET STATISTICS

SUBMARKET
PRIME RENT

(EUR/SQ M/MONTH)

PRIME YIELD

(%)

HIGH STREET 150 3.25%

OUT OF TOWN RETAIL 23 6.00%

SHOPPING CENTRE 100 5.25%

INVESTMENT MARKET: Towards an increase of the prime yields?

No investment transaction has been recorded in Q2. As a result, 51 MEUR have been invested in retail assets since the 

beginning of the year with the purchases of the Walfer Shopping Centre and the Retail Park Sandweiler respectively for 

27 MEUR and 24 MEUR. Few opportunities currently exist in the market and the COVID-19 crisis could negatively weigh 

on investors’ appetite and therefore limit the investment activity. 

As no activity is observed, prime yields have been stable these last months and still stand at the 2018 levels. Prime 

yields in the high streets are to be found at 3.25%, 5.25% in the shopping centre and 6% in the out-of-town retail. 

However, if the situation should last in the coming months and if investors’ appetite remain low, we could observe a slight 

increase of the prime yields in the different segments before the end of the year. 

OUTLOOK: Historical resilience of the Luxembourg market 

This unprecedented situation will have a long-term impact on the whole retail market in Europe and will contribute to a 

strong reshaping of the sector in the coming years. 

Nevertheless, Luxembourg seems to recover slightly better than expected, supported by its strong economy and 

highlighting once again its historical resilience. As an example, Government and many private owners have played the 

game to support retailers and have granted free or discount rents to their tenants. VIRGINIE CHAMBON
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