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Following the outbreak of the conflict in Ukraine and due to its negative effect and uncertainty regarding its duration, NBS has revised a
projection of GDP growth for 2022 to a range of 3.5-4.5%, down from a range of 4-5%. The real GDP growth in the first quarter of 2022
stood at 4.4% y/y, driven by service sectors and industrial production. The prolongation of the energy crisis, further increase in food prices
and raw materials, as well as deepening problems with global supply chains, resulted in high inflation, not just in Europe, but also globally.
Consequently, an overall inflation in Serbia climbed further, amounting to 10.4% in May. After a peak in June/July, NBS forecast shows
that an annual inflation should begin to decline and stand at around 8% at the end of 2022, while the return to the target tolerance band is
expected in H2 2023. In response to growing inflation pressures, NBS increased the key policy rate, third month in a row. In April it was
increased by 50bp to 1.5%, followed by further 50bp hikes in May and June to 2.5%.

SUPPLY AND DEMAND

The second quarter of 2022 saw the opening of the first phase of AVA Shopping Park, retail park developed by IKEA, at the location of
Swedish big box scheme opened in 2017. This opening has increased Belgrade retail stock for 18,000 sq m of GLA, while the second
phase is expected to deliver additional 10,000 sq m of GLA in Q2 2023. Furthermore, other Belgrade’s suburban municipalities like
Obrenovac and Mladenovac will witness expansion of existing retail schemes, bringing the total pipeline stock to 17,000 sq m of GLA.
Currently, Belgrade modern retail supply amounts to 573,000 sq m of GLA, i.e., 345 sq m per 1,000 inhabitants.

When it comes to retail market across the country, with no new completions in second quarter, Serbia retail market amounts to around
1,170,000 sq m. Retail parks still dominate the pipeline, considering the lack of large-scale shopping centres outside Belgrade. Precisely,
only three largest cities in Serbia - Novi Sad, Kragujevac and Nis witnessed development of western-type shopping centres, occupying
less than 10% of the total supply. BIG CEE continues to strengthen its leading position on Serbia retail market by further expansion. Israeli
investor is currently developing a large retail park in Stara Pazova, while another project is announced in Kragujevac, at the location of its
existing shopping centre. In addition, BIG Zrenjanin retail park should witness expansion for another 8,000 sq m. Among the other active
investors, RC Europe and Immofinanz are currently working on the expansion of their retail parks in Vrsac - NEST and Stop.Shop
schemes. Moreover, a demand for smaller retail formats, especially retail parks with lower initial costs, is present in every town across
Serbia with more than 10,000 inhabitants. Therefore, similar projects are announced in Ruma, Kikinda, Loznica, etc.

Deep impact that COVID-19 had on retail market directed landlords and retailers to look for new perspectives and to adapt to new trends.
The pandemic era has led to certain changes in consumer behavior and they are, more than ever, exploring new digital experiences such
as online grocery ordering and delivery, online learning, virtual payments, etc. In order to remain relevant and meet the involving
consumers’ needs, retailers started to use different omnichannel models, such as BOPIS (buy online, pick up in store), selling on the social
platforms, launching an online stores, etc. Customer experience became essential and landlords are trying to follow the global trends and
improve offer by providing additional benefits to consumers.
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In this respect, one of the largest and the most favourite shopping centres in
Belgrade, Usce SC, will experience redevelopment in order to answer the growing
consumer expectations. Upgraded shopping centre will not only have modernized
and refreshed interior, but also improved offer and new content, especially in food
and beverage and entertainment segment. Additionally, operators such as Wolt
and Glovo are constantly expanding their offer, from F&B to home decor and DIY
categories.

RENTAL LEVELS AND YIELDS

The leading Belgrade shopping centres maintain a rather stable rents in Q2,
ranging between EUR 20-50 per sq m per month. Prime yields for retail properties
in Belgrade also remained at the level of 7.75-8.25% for modern shopping centres
and 8.00-9.00% for retail parks.


