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EXECUTIVE SUMMARY

Having come through the extraordinary times of the
global pandemic, the retail sector has faced fresh
challenges in the past year: higher (although easing)
inflation, rising interest rates and slowing economic
growth are combining to put consumers and retailers
under sustained pressure. Compounding these
challenges is the ongoing question over the vibrancy
of prime CBDs (downtown) as the “return to the office”
remains lacklustre across many parts of the world,

as well as international tourism not having fully yet
recovered to pre-pandemic levels.

The retail sector has continued to face these issues
head-on while proving its resilience with the top 250
retail companies posting 8.5% growth year-over-year
(YQY) in revenue, up from 5.2% in the previous year.
Similarly, in the luxury sector, over 95% of brands

reported profit growth? in 2022, which continued into
early 2023 with LVMH becoming the first luxury brand
to reach a market capitalisation of USD 500 billion.
Although the luxury sector has slowed overall, luxury
sales growth remains in positive territory as seen in
recent Q3 2023 earnings results. The end of 2023 and
into 2024 is likely to remain a challenging trading period
but one that we are confident the sector can endure as
it continues to evolve to meet economic and societal
change.

The near-term outlook for the retail
sector remains cautious, but at the

same time is nuanced between sub-
sectors and geographical locations.

At the macro level, the focus is on the resilience of
consumer spending. As central banks have undertaken
one of the most aggressive interest rate hiking cycles

in decades, consumers have shifted spending patterns
and are reigning in non-discretionary expenditure. For
the luxury sector, this represents a normalisation in their
customer base after a period of strong fiscal stimulus,
but as noted, sales growth is slowing.



https://www.deloitte.com/global/en/Industries/consumer/analysis/global-powers-of-retailing.html
https://www.bain.com/about/media-center/press-releases/2022/global-luxury-goods-market-takes-

This report focuses on headline rents in

best-in-class urban locations across the

world which, in many cases, are linked

to the luxury sector. The rental values in
this specific segment have been relatively
immune to additional discounts, incentive
packages or shared risk rental models that
have become more prominent in the wider

retail markets globally.

On the other side of the ledger, costs

are increasing. Debt is not only more
expensive, but also harder to secure.
Furthermore, despite the global
economy slowing, labour markets remain
incredibly tight which is fuelling wage
growth pressure across much of the
world.

Such conditions present a difficult
conundrum, which is readily evident within
the physical real estate market.

Similar to many major corporations,
retailers are understandably reluctant

to allocate large capital expenditure
budgets at a time of slowing revenue and
increasing costs. Vacancy in super-prime
retail locations remains tight, however,
leading to competitive tension when
these rare sites become available. Just this
year, both Yves Saint Laurent (new lease)
and Tiffany & Co. (expansion) secured

or enhanced flagship stores in London
and New York, respectively. In addition,

there has been an expansion of European
retailers into the U.S. and vice-versa, as
well as an ongoing attraction by both to
Asia Pacific’s growth prospects.

Ultimately, navigating today’s
market requires a considered
approach to hone flexibility

in the near-term, while
maintaining focus on longer-
term strategic priorities. As
there are limited opportunities
to secure the best sites in a
market, immediate near-term
costs need to be balanced
against the longer-term
benefits these sites can bring,
as well as the opportunity
cost of not acting when
opportunity arises.

CUSHMAN & WAKEFIELD



Rents across global prime retail destinations continued
their ongoing recovery, increasing on average 4.8% in local

currency terms over the past year. The strongest growth

was recorded in Asia Pacific, which averaged 5.3%, with the
Americas at 5.2% and Europe at 4.2%.

/\ Notwithstanding comparatively strong growth over the past
D[Il] year, in most instances, the increase in rents did not match
levels of peak inflation.

\ Furthermore, almost 60% of markets globally remain below

DDD pre-pandemic rental levels. This is most evident in Europe
where 70% of markets are below pre-pandemic rents. In
contrast, in the U.S., only 31% are below pre-pandemic levels;
69% are above.

CUSHMAN & WAKEFIELD




EXECUTIVE SUMMARY

New York’s Fifth Avenue retains its top ranking as
@ the world’s most expensive retail destination, despite

recording flat rental growth year-over-year (YOY).

Milan’s Via Montenapoleone jumped a spot into second,

displacing Hong Kong’s Tsim Sha Tsui, which placed third.

m New Bond Street in London and the Avenues des
Champs-Elysées in Paris retained fourth and fifth
positions, respectively.

'w The biggest mover was Istiklal Street in Istanbul, up
D from 315t to 20™ position, as rampant inflation caused
rents to more than double over the past year.

\S Downgradings were relatively limited, the most
DDD significant being Biblioteksgatan in Stockholm, which,
despite rental levels seeing growth since last year,
slipped three places from 24" to 27t globally, primarily
due to the euro strengthening against the U.S. dollar
more so than the Swedish krona.

CUSHMAN & WAKEFIELD
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As the world continues to emerge from the impacts of
the global pandemic, prime retail destinations similarly
have continued their rebound, recording mostly positive
rental growth over the past year.

Globally, rents rose by an average of 4.8% over the past 12 months, an increase over the

3.7% growth shown in the previous year. Asia Pacific led the world in 2023 at 5.3%, which
was a strong improvement on the 1.1% growth experienced the previous year. Europe also
accelerated from experiencing growth of 0.9% YOY in Q3 2022 to 4.2% YOY in Q3 2023,
albeit driven by exceptional uplift in Tlrkiye (without which growth in Europe averaged 2.1%
for the year). In contrast, the U.S. slowed from 17.0% last year, which was driven by supportive
fiscal policies, to a more sustainable 3.2%.

TABLE 1: REGIONAL RENTAL CHANGE

Americas

Source: Cushman & Wakefield
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While growth at the regional level was comparatively range-bound b r
between 3% and 6%, there was considerable variation at the local
market level. Rents in Istanbul increased by a staggering 120% over

the past year. Rampant inflation in Tarkiye, which peaked at 85.5% in Overall, rental growth in Europe had narrower bounds. With the

October 2022 and is still travelling at 61.5% as of September 2023, has exception of Istanbul, rental change ranged from 9% growth in Spain
played a significant role which has been exacerbated by robust demand to a 14% decline in Finland.

at a time of limited new supply. It should be noted that such growth
is somewhat of an aberration, though Vietnam, Japan and India all
recorded an average growth range of 12% to 18%. Japan’s growth was FIGURE 1: RENTAL CHANGE YOY TO Q3 2023
driven by Midosuji in Osaka, while Banjara Hills in Hyderabad was the
leader in India, recording rental increases of 60% and 40%, respectively. .
The former was driven by a strong rebound in international tourism,
while rents in Hyderabad were coming off a relatively low base.

At the other end of the spectrum, comparatively steep rental declines
were evident in Chicago and Xiamen, both at -25%, with Shenzhen also
recording a decrease greater than 20%. Indeed, analysis of markets with
the greatest downward pressure on rents reveals that they are mainly
located in the U.S. and mainland China, which together accounted for
nine of the 10 bottom locations. This is reflective of several economic

Slovakia
Slovenia

Croatia
Mainland China

Sweden
Australia
Indonesia
Philippines
Czech Republic

headwinds currently operating in mainland China as the central

Argentina
Vietnam
\MEIEVSE]
Bulgaria
Portugal

Denmark
Switzerland
Singapore
Lithuania
Thailand
Romania

government continues to introduce measures to stimulate growth. At

South Korea
Luxembourg

Macedonia
Netherlands

the same time, new supply continues to enter many markets such as

United Kingdom
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Shenzhen, Dalian and Xiamen which has generated competition to
secure tenants. In the U.S,, the picture is more nuanced; while parts of
Seattle (CBD), Chicago (North Michigan Avenue) and Miami (Lincoln Cushman & Wakefield
Avenue), all experienced strong rental declines, other locations

within these cities such as Oak Street in Chicago and the Wynwood
neighbourhood in Miami recorded growth of over 9% YQOY as retailers
relocated their premises to areas with greater vibrancy and foot traffic.




1] RENTS AND RANKINGS

RECOVERY

Rental growth over the past 12
months has contributed to the
retail sector’s ongoing recovery in
the post-pandemic era.

At the global level, rental declines suffered through the
2020-21 period, and continue to be clawed back such
that rents are now, on average, just 0.1% below pre-
pandemic levels—an improvement from -4.9% at Q3
2022. As noted in last year’s report, the rebound was the
strongest in the U.S., which in part explains why there
has been some normalisation of rental growth over the
past 12 months. Notwithstanding this, 69% of the prime
retail destinations analysed are above pre-pandemic
rents (Figure 2).
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GLOBAL MAIN STREETS ACROSS THE WORLD RANKINGS BY MARKET 2023

Global Global Cit i Rent Rent Pre-pandemic to present
Ranking 2023 Ranking 2022 y (USD/sq.ft/yr) (EUR/sam/yr) (LCY) (LCY)

New York City Upper 5™ Avenue (49 to 60" Sts) $2,000 €20,384 14% 0%
2 3 Italy Milan Via Montenapoleone $1,766 €18,000 31% 20%
3 2 Greater China Hong Kong Tsim Sha Tsui (main street shops) $1,493 €15,219 -39% 4%
4 4 United Kingdom London New Bond Street $1,462 €14,905 -1% 0%
5 5 France Paris Avenues des Champs-Elysées $1,120 £€11,414 -18% 0%
6 6 Japan Tokyo Ginza $912 €9,299 0% 0%
7 7 Switzerland Zurich Bahnhofstrasse $907 €9,243 -2% 1%
8 8 Australia Sydney Pitt Street Mall $747 €7,612 -24% 0%
9 9 South Korea Seoul Myeongdong $642 €6,542 -19% 5%
10 n Austria Vienna Kohlmarkt $506 €5,160 6% 2%
n 10 Greater China Shanghai West Nanjing Road $496 €5,060 -10% 5%
12 12 Singapore Singapore Orchard Road $431 €4,395 2% 2%
13 14 Vietnam HCMC Dong Khoi $390 €3,977 40% 17%
14 13 Germany Munich Kaufinger/Neuhauser $377 €3,840 -12% 0%
15 15 Greece Athens Ermou $341 €3,480 2% 5%
16 16 Ireland Dublin Grafton Street $297 €3,024 -17% 0%
17 18 Spain Barcelona Passeig de Gracia $294 €3,000 -9% 9%
18 17 Netherlands Amsterdam PC. Hooftstraat $275 €2,800 0% 0%
19 19 Czech Republic Prague Parizska Street $265 €2,700 -4% 0%
20 31 Turkiye Istanbul Centre - Istiklal Street $245 €2,500 63% 120%
21 20 Malaysia Kuala Lumpur Suria KLCC $231 €2,351 13% 5%
22 21 India New Delhi Khan Market $217 €2,208 7% 3%
23 22 Norway Oslo Nedre Slottsgate $191 €1,946 10% 0%
24 23 Canada Toronto Bloor Street $185 €1,883 0% 0%
25 26 Denmark Copenhagen Straget (including Vimmelskaftet) $171 €1,743 -3% 2%

Source: Cushman & Wakefield* LCY = local currency

4)In locations where rental levels are usually reported as Zone A, rents have been standardised so as to be able to compare with other geographies

CUSHMAN & WAKEFIELD
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GLOBAL MAIN STREETS ACROSS THE WORLD RANKINGS BY MARKET 2023

Global Global Cit T Rent Rent Pre-pandemic to present
Ranking 2023 Ranking 2022 y (USD/sq.ft/yr) (EUR/sam/yr) (LCY) (LCY)
0%

Luxembourg Luxembourg City Grande Rue $171 €1,740 -9%
27 24 Sweden Stockholm Biblioteksgatan $165 €1,685 -7% 1%
28 27 Belgium Antwerp Meir $162 €1,650 -NM% 3%
29 28 Portugal Lisbon Chiado $147 €1,500 -4% 2%
30 30 Hungary Budapest Vaci utca $130 €1,320 -27% 0%
31 29 Finland Helsinki City Centre $120 €1,224 -24% -14%
32 33 Mexico CDMX Masaryk $m €1,136 5% 1%
33 32 Thailand Bangkok Central Retail District (CRD) $110 £€1,122 -10% 0%
34 34 Serbia Belgrade Kneza Mihaila $100 €1,020 -6% 0%
55 37 Poland Warsaw Nowy Swiat $88 €900 -10% 7%
36 36 Croatia Zagreb llica Street $88 €900 -6% 0%
37 35 Indonesia Jakarta $85 €863 0% 0%
38 39 Brazil Sao Paulo Oscar Freire Jardins $72 € 739 54% 10%
39 38 Slovenia Ljubliana Copova $71 € 720 0% 0%
40 40 Romania Bucharest Calea Victoriei $65 € 660 0% 0%
41 41 Bulgaria Sofia Vitosha Blvd $64 € 648 -7% 4%
42 42 Slovakia Bratislava Obchodna ulica $53 € 540 0% 0%
43 43 Philippines Manila Makati CBD/Bonifacio Global City $49 € 501 4% 4%
44 44 Cyprus Limassol Anexartisisas Ave $47 € 480 21% 8%
45 45 Lithuania Vilnius Gedimino Ave./Pilies St/ Didzioji St. $44 € 444 -8% 1%
46 46 Latvia Riga Kalku St./Valnu St./Audeju St./Terbatas St./Kr.Barona St. $42 € 432 -10% 0%
47 47 Estonia Tallinn Viru Street $36 € 372 -9% 0%
48 48 Macedonia Skopje Makedonija Street $33 € 336 0% 0%
49 49 Argentina Buenos Aires Calle Florida. From Av. Cordoba to Av. Corrientes $28 € 285 -38% 33%
Source: Cushman & Wakefield® LCY = local currency

5In locations where rental levels are usually reported as Zone A, rents have been standardised so as to be able to compare with other geographies

CUSHMAN & WAKEFIELD
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MOST EXPENSIVE RETAIL LOCATION

Via Montenapoleone, Milan, ltaly
USD1,766/sq.ft/yr

STRONGEST RENTAL GROWTH (YOY)
Istiklal Street, Istanbul, Turkiye
+120% (USD245/5q.ft/yr)

MOST AFFORDABLE RETAIL
LOCATION

Makedonija Street, Skopje, Macedonia
USD33/sq.ft/yr

BIGGEST RENTAL DECLINE (YOY)

City Centre, Helsinki, Finland
-14% (USD120/sq.ft/yr)

CUSHMAN & WAKEFIELD
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RENTS AND RANKINGS

EUROPE RANKING 2022-2023

Rent Rent Pre-pandemic to present YOY
Ranklng 2023 Ranklng 2022 “ (USD/SQ ft/yr) (EUR/Sqm/yr)

Italy Milan Via Montenapoleone $1,766 €18,000 31% 20%
2 2 United Kingdom London New Bond Street $1,462 €14,905 -11% 0%
3 3 Italy Rome Via Condotti $1,423 €14,500 16% 13%
4 4 France Paris Avenues des Champs-Elysées $1,120 €11,414 -18% 0%
5 5 France Paris Rue St. Honoré $975 €9,941 -10% 0%
6 6 France Paris Avenue Montaigne $939 €9,573 -7% 0%
7 7 Switzerland Zurich Bahnhofstrasse $907 €9,243 -2% 1%
8 8 France Paris Rue du Faubourg St Honore $831 €8,468 -15% 0%
9 9 France Paris Place Venddme/Rue de la Paix $759 €7732 -22% 0%
10 10 Italy Rome Piazza Di Spagna $736 €7,500 12% 0%
1 1 United Kingdom London Sloane Street $684 €6,968 -4% 5%
12 14 United Kingdom London Covent Garden $621 €6,334 -26% 5%
13 12 Italy Milan Corso Vittorio Emanuele $589 €6,000 0% 0%
14 13 Italy Florence Via Roma $589 €6,000 -5% 0%
15 15 France Cannes La Croisette $542 €5,523 -6% 0%
16 17 Italy Florence Via Strozzi $530 €5,400 8% 8%
17 16 Austria Vienna Kohlmarkt $506 €5,160 6% 2%
18 19 United Kingdom London Oxford Street $494 €5,030 -18% 4%

19 18 Italy Rome Via del Corso $491 €5,000 -4% 0%


https://sq.ft/yr

RENTS AND RANKINGS

EUROPE RANKING 2022-2023

Rent Rent Pre-pandemic to present YOY
Ranklng 2023 Ranklng 2022 “ (USD/SQ ft/yr) (EUR/Sqm/yr)
3%

United Kingdom London Brompton Road $482 €4,909 -14%
21 21 United Kingdom London Regent Street $457 €4,658 -22% 4%
22 22 Switzerland Geneva Rue de Rhone $408 €454 0% 3%
23 24 Austria Vienna Karntnerstrasse/Graben $400 €4,080 13% 10%
24 23 Germany Munich Kaufinger/Neuhauser $377 €3,840 -12% 0%
25 26 Greece Athens Ermou $341 €3,480 2% 5%
26 25 Germany Munich MaximilianstraBe $330 €3,360 -10% 0%
27 27 Ireland Dublin Grafton Street $297 €3,024 -17% 0%
28 33 Spain Barcelona Passeig de Gracia $294 €3,000 -9% 9%
29 28 Germany Berlin Tauentzienstrasse $294 €3,000 -19% 0%
30 29 Germany Frankfurt Zeil $294 €3,000 -18% 0%
31 30 Germany Hamburg SpitalerstraBBe $294 €3,000 -17% 0%
32 31 Germany Dusseldorf Konigsallee $294 €3,000 -14% 0%
33 34 Spain Madrid Serrano $288 €2,940 -13% 9%
34 32 Netherlands Amsterdam P.C. Hooftstraat $275 €2,800 0% 0%
35 35 Czech Republic Prague Parizska Street $265 €2,700 -4% 0%
36 45 Turkiye Istanbul Centre - Istiklal Street $245 €2,500 63% 120%
37 36 Norway Oslo Nedre Slottsgate $191 €1,946 10% 0%

38 39 Denmark Copenhagen Straget (including Vimmelskaftet) $171 €1,743 -3% 2%
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EUROPE RANKING 2022-2023

Rent Rent Pre-pandemic to present YOY
Ranklng 2023 Ranklng 2022 “ (USD/SQ ft/yr) (EUR/Sqm/yr)

Luxembourg Luxembourg City Grande Rue $171 €1,740 -9% 0%
40 37 Sweden Stockholm Biblioteksgatan $165 €1,685 -7% 1%
41 40 Belgium Antwerp Meir $162 €1,650 -11% 3%
42 41 Belgium Brussels Rue Neuve $157 €1,600 -14% 3%
43 42 Portugal Lisbon Chiado $147 €1,500 -4% 2%
44 44 Hungary Budapest Vaci utca $130 €1,320 -27% 0%
45 43 Finland Helsinki City Centre $120 €1,224 -24% -14%
46 46 Serbia Belgrade Kneza Mihaila $100 €1,020 -6% 0%
47 48 Poland Warsaw Nowy Swiat $88 €900 -10% 7%
48 47 Croatia Zagreb llica Street $88 €900 -6% 0%
49 49 Slovenia Ljubljana Copova $71 €720 0% 0%
50 50 Romania Bucharest Calea Victoriei $65 €660 0% 0%
51 51 Bulgaria Sofia Vitosha Blvd $64 €648 -7% 4%
52 52 Slovakia Bratislava Obchodna ulica $53 €540 0% 0%
53 53 Cyprus Limassol Anexartisisas Ave $47 €480 21% 8%
54 54 Lithuania Vilnius Gedimino Ave./Pilies St. $44 €444 -8% 1%

Kalku St./Valnu St./Audeju St./

55 55 Latvia Riga Terbatas St./Kr.Barona St.

$42 €432 -10% 0%

56 56 Estonia Tallinn Viru Street $36 €372 -9% 0%

57 57 Macedonia Skopje Makedonija Street $33 €336 0% 0%


https://sq.ft/yr

MOST EXPENSIVE RETAIL LOCATION
Upper 5" Avenue (49t - 60t Sts),

New York, U.S.

USD2,000/sq.ft/yr

STRONGEST RENTAL GROWTH (YOY)
Calle Florida (Av. Cordoba - Av. Corrientes)
Buenos Aires, Argentina

+33% (USD28/sq.ft/yr)

MAIN/STREETS ACROSS THE WORLIPD-2023."'| 19

MOST AFFORDABLE RETAIL
LOCATION

Calle Florida (Av. Cordoba - Av. Corrientes)
Buenos Aires, Argentina

USD28/sq.ft/yr

BIGGEST RENTAL DECLINE (YOY)
North Michigan Avenue, Chicago, U.S.
-26% (USD315/sq.ft/yr

CUSHMAN & WAKEFIELD
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AMERICAS RANKING 2022-2023

Rent Rent Pre-pandemic to present YOY

New York City Upper 5t Avenue (49t to 60 Sts) $2,000 €20,384 14% 0%
2 2 U.Ss. New York City Madison Avenue (57t to 72" Streets) $1,250 €12,740 4% 25%
3 3 U.s. Los Angeles Rodeo Drive (Beverly Hills) $925 €9,428 16% 3%
4 4 us. New York City seHo (BL(?&\:?: tt;’ gf‘satl Etrf:eot'gay’ West $860 €8765 1% 19%
5 5 UsS. Honolulu Kalakaua Avenue $500 €5,096 1% 0%
6 6 US. San Francisco Union Square $495 €5,045 -18% 0%
7 7 [ASH Las Vegas Las Vegas Blvd. $437 €4,454 4% 3%
8 10 uUs. Chicago Oak Street $432 €4,403 n.a. 23%
9 9 U.sS. Boston Newbury Street $400 €4,077 33% 0%
10 8 uUs. Chicago North Michigan Avenue $315 €321 5% -26%
n n U.S. Miami Design District $300 €3,058 n.a. 9%
12 14 uU.s. Austin South Congress (SoCo) $215 €2,191 115% 7%
13 13 Us. Palm Beach Worth Avenue $200 €2,039 29% 0%
14 12 uU.s. Miami Lincoln Road $200 €2,039 -7% -1%
15 15 Us. Houston River Oaks District $200 €2,038 122% 0%

Source: Cushman & Wakefield LCY = local currency

CUSHMAN & WAKEFIELD
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Canada
Us.
Us.

Canada

Canada
Us.

Mexico

us.

us.

UsS.
Brazil
Brazil

UsS.

Canada

Argentina

AMERICAS RANKING 2022-2023

Rent Rent Pre:
Ranklng 2023 Ranklng 2022 m (USD/SCI ft/yr) (EUR/Sqm/yr)

Toronto
Washington, D.C.
Miami
Montreal
Vancouver
Miami

CDMX

San Diego

Palm Beach
Fort Lauderdale
Sao Paulo
Rio de Janeiro
Seattle

Calgary

Buenos Aires

Bloor Street
Georgetown
Brickell Boulevard Corridor
Saint-Catherine West
Robson Street
Wynwood
Masaryk

Del Mar Heights Blvd (Suburban Del Mar
Heights)

Delray Beach-Atlantic Avenue
Las Olas
Oscar Freire Jardins
Garcia D'avilla(lpanema)
CBD/Core

17t Avenue

Calle Florida. From Av. Cordoba to Av. Cor-

rientes

$185
$160
$150
$133
$129
$120

$1M

$100

$100
$85
$72
$69
$60

$31

$28
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€1,883
€1,631
€1,529
€1,356
€1,318
€1,223

€1,136

€1,020

€1,019
€866
€739
€702
€612

€316

€285

-pandemic to present
(LCY)

-20%
n.a.
3%

35%
n.a.
5%

-10%

n.a.
n.a.
54%
19%
-14%

27%

-38%

YOY
(LCY)

LCY =

0%
0%
0%
6%
17%
9%
1%

5%

1%
6%
10%
5%
-14%

5%

33%

local currency

CUSHMAN & WAKEFIELD
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MOST EXPENSIVE RETAIL LOCATION @ MOST AFFORDABLE RETAIL LOCATION
Tsim Sha Tsui (main street), Hong Kong, Anna Nagar 2"¥ Avenue, Chennai, India

Greater China

Midosuji, Osaka, Japan SM-Railway Station area, Xiamen,
Greater China

STRONGEST RENTAL GROWTH (YOY) BIGGEST RENTAL DECLINE (YOY)


https://sq.ft/yr
https://sq.ft/yr
https://sq.ft/yr
https://sq.ft/yr
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APAC RANKING 2022-2023

Rent Rent Pre-pandemic to present YOY

Greater China Hong Kong Tsim Sha Tsui (main street shops) $1,493 €15,219 -39% 4%
2 2 Greater China Hong Kong Causeway Bay (main street shops) $1,374 €14,007 -46% 6%
3 3 Japan Tokyo Ginza $912 €9,299 0% 0%
4 4 Japan Tokyo Omotesando $798 €8,137 17% 9%
5 5 Australia Sydney Pitt Street Mall $747 €7,612 -24% 0%
6 n Japan Osaka Midosuiji $730 €7,440 7% 60%
7 6 Japan Tokyo Shinjuku $684 €6,975 -6% 0%
8 7 Greater China Hong Kong Central (main street shops) $673 €6,863 -40% 9%
9 8 South Korea Seoul Myeongdong $642 €6,542 -19% 5%
10 9 South Korea Seoul Gangnam Station $572 €5,825 -22% 2%
il 10 Greater China Shanghai West Nanjing Road $496 €5,060 -10% 5%
12 12 Greater China Nanjing Xinjiekou $458 €4,671 3% 3%
13 14 Singapore Singapore Orchard Road $431 €4,395 2% 2%
14 13 Greater China Beijing CBD $416 €4,235 -22% -3%
15 15 Greater China Shanghai East Nanjing Road $405 €426 -12% 13%
16 16 Vietnam HCMC Dong Khoi $390 €3,977 40% 17%
17 20 Vietnam Hanoi Trang Tien $334 €3,409 50% 20%

Source: Cushman & Wakefield LCY = local currency

CUSHMAN & WAKEFIELD
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Rent Rent Pre-pandemic to present YOY
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B

34

18
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24
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28
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29

26

31

32

27

B

34

Source: Cushman & Wakefield

Australia
Greater China
Greater China
Greater China

Malaysia
Greater China

India

Australia
Greater China
Greater China
Greater China
Greater China

India
India
Greater China
India

Thailand

Melbourne
Guangzhou
Chengdu
Chongaging
Kuala Lumpur
Hangzhou
New Delhi
Brisbane
Shenzhen
Wuhan
Qingdao
Dalian
New Delhi
Gurgaon
Xiamen
Mumbai

Bangkok

Bourke Street
Tianhe Sports Centre
CBD
Guanyingiao
Suria KLCC
Wulin
Khan Market
Queen Street Mall
Luohu

Wuguang

Connaught Place
Galleria market
SM-Railway Station Area
Linking Road, Western Suburban

Central Retail District (CRD)

$329
$307
$281
$252
$231
$229
$217
$197
$173
$168
$160
$160
$152
$144
$131
$116

$110

€3,349
EIEY
€2,864
€2,569
€2,351
E2585
€2,208
€2,009
€1,765
€1,713
€1,635
€1,635
€1,546
€1,472
€1,339
€1,178

€1,122

-21% 0%
22% 6%
-3% 1%
-7% 1%
13% 5%
0% 0%
7% 3%
-27% 3%
-41% -22%
0% 10%
-12% -3%
-23% -13%
5% 0%
43% 13%
-24% -26%
0% 7%
-10% 0%

LCY = local currency

CUSHMAN & WAKEFIELD
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Rent Rent Pre-pandemic to present YOY
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Source: Cushman & Wakefield

Greater China
Greater China
India
Indonesia
India
India
India
India
Philippines
Greater China
India
India
India
India
India
India

India

Tianjin
Shenyang
Kolkata
Jakarta
Mumbai
Mumbai
Bengaluru
Bengaluru
Manila
Xi'an
Pune
Pune
Bengaluru
Hyderabad
Hyderabad
Chennai

Chennai

Park Street

Fort/Fountain

Kemps Corner

Brigade Road
Vittal Mallya Road

Makati CBD / Bonifacio Global City

M G Road
FC Road
Indiranagar 100 Feet Road
Banjara Hills
Himayathnagar
Pondy Bazaar

Anna Nagar 2" Avenue

$92
$85
$85
$72
$79
$58
$53
$47
$47
$43
$40
$36
$33
$32
$24

$22

€950

€934

€869

€863

€736

€699

€589

€545

€481

€475

€442

€412

€368

£83]

€324

€243

€228

-5% -1%
-8% -2%
7% 13%
0% 0%
25% 1%
10% 19%
14% 5%
-5% 3%
4% 4%
-30% 0%
-19% 3%
-7% 12%
25% 14%
61% 41%
19% 5%
3% 3%
-11% 3%

LCY = local currency

CUSHMAN & WAKEFIELD
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GLOBAL .
ECONOMIC
OUTLOOK

GDP (REAL AVERAGE ANNUAL) CPI (YOY)

GDP and CPI M oo
South America
Europe

Forecast Asia Pacific

World

Source: Moody’s Analytics; Cushman & Wakefield
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»

FIGURE 4: CONSUMER SENTIMENT 2000-2023 (100 = NEUTRAL SENTIMENT)

The most prevailing economic news
over the past 12 months involves how
the current interest rate hiking cycle has
affected economic growth.

Record fiscal and monetary stimulus during the pandemic,
exacerbated by supply chain bottlenecks, had caused demand to

outstrip supply across numerous products and service lines which

Australia China Germany France —South Korea

flowed into pricing and the start of a strong inflationary cycle. Central

. . ey Source: OECD
banks across many economies acted aggressively by lifting rates at a
pace not seen in decades, hoping to suppress inflation by effectively

making money more expensive.

This had significant ramifications, from the national level down to For all regions except South America, economic growth is expected to be slower in 2024 than 2023, with
where the impacts are most clearly seen are in economic growth interest rate hikes have taken effect, consumer sentiment has dampened, remaining in negative territory at

forecasts and consumer sentiment. levels as low as dunng the pandem|c (F|gure 4)

CUSHMAN & WAKEFIELD
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Against this backdrop, the retail sector has
shown surprising resilience as expenditure,
albeit volatile on a month-to-month basis,
has largely continued to record positive,
although weak, growth. Spending patterns,
however, are changing. With the largest
pullback seen in discretionary expenditure,
households are focusing on essential
items such as food, rent/mortgage and
utilities. Notwithstanding this wider trend,
historical evidence shows that the luxury
sector performs comparatively well during
economic downtowns as luxury shoppers
are more immune to rising living costs.

In some markets, such as Japan, affluent
consumers are turning to luxury brands as
alternative forms of investment given weak
returns in more traditional asset classes.
Together, these factors imply a “K-shaped”
outlook, with luxury and value retail
offerings expected to continue growing
over the near-term, while the middle,
discretionary retail, is expected to enter a
period of decline.

CUSHMAN & WAKEFIELD
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EMBEDDING
SUSTAINABILITY

It may seem surprising in a sector driven by consumption, but retailers are some
of the most progressive organisations when it comes to sustainability. This

often starts with their supply chain, including eliminating social impacts, moving
towards ethical sourcing of materials, and promoting living wages throughout
their manufacturing. Most of this happens upstream from the main streets of the
world, often in offshore locations.

Reducing carbon and environmental impacts is still highly relevant, however,
particularly where retail property is concerned. A low carbon building is a

more appealing proposition to occupy and tangible sustainability activities

can be used to bring in customers. When it comes to creating attractive retail
destinations for shoppers, it pays not to overlook sustainability. In fact, the
highest performing retailers, such as luxury goods, will expect the highest levels
of sustainability from their real estate.
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DOUBLING DOWN ON EXPERFTENCE

TO Say the |uxu ry Sector has not been Impacted by Unfortunately, a side effect of people finding it harder to make ends meet has been an

current economic COﬂditiOﬂS WOU|d be wron The increase in the amount of crime, especially theft. In the U.S., this amounted to USD 112
’ g. billion in 2022, a 20% increase from 2021 according to the National Retail Federation.?

latest earnings figures for major luxury retailers have Such activity is occurring across a wide variety of price points—the result being margin
generally undershot market expectations. This is erosion for a range of retailers.
undoubtedly due to at least part of their customer Accordingly, brands have had to increase their in-store security with a recent survey

base WhICh was inflated because Of pandemic-related highlighting that brands are expecting to increase their security allocation budgets by
' an average of 28% over the next three years. Furthermore, one in five are expecting to

fISCa| StlmU|US’ bemg eroded as hOUSGhO|dS have increase their allocation by more than 40%.° While technologies such as RFID and Al

redirected Spending elsewhere. are part of the solution, the amount of in-store security personnel will also need to be
increased. Of course, the challenge is how to achieve greater security without impinging
on customer experience.


https://nrf.com/media-center/press-releases/retail-crime-accounted-over-112-billion-industry-losses-2022-according
https://luxus-plus.com/en/security-a-growing-problem-for-luxury-brands/

Luxury shoppers are focusing more closely on experiences as more conspicuous
items are being seen as increasingly taboo given wider economic pressures.
Such transformation is manifesting in different ways. Brands themselves are
expanding into new sectors including hotels, residences, interior design and
hospitality as they double-down on experience. Such moves have seen the rise
of Armani/Casa, Bulgari Hotels and Resorts as well as LVMH’s Cheval Blanc
Hotels. Changes have been evident in the tenant mix on main streets, with
beauty services and cosmetics, for example, becoming more prominent. Such
growth highlights the level of nuance within the luxury sector. More widely,
fashion, sports and athleisure brands have also become more focused on
curating high quality in-store experiences, having made significant investments
into their flagship stores.

At the root of “experience” is the need for high quality staff, and here brands
again are being challenged. Despite the wider economic slowdown, labour
markets across the world remain exceptionally tight, which has fuelled a wage-
price spiral in some economies. More widely, labour has become increasingly
disrupted as more strikes have occurred in the U.S. and much of Europe. As

a result, talent retention and recruitment remain a top priority. Employees
serve as brand ambassadors, representing the brand’s values and contributing
significantly to the shopper experience and therefore the company’s long-term
success.
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TRAVEL

FIGURE 5: INTERNATIONAL TOURIST ARRIVALS BY DESTINATION COMPARED TO 2019 LEVELS

20%

The international travel market was severely impacted during 2020

and 2021, with global passenger movements down as much as 87%
from 2019 levels. Recovery started in 2022 and fortunately has been
maintained into 2023, such that at the global level, international
passenger movements as of July 2023 were down only 10% from 2019
levels (Figure 5). Europe continues to lead the way, while the recovery
is taking longer in Asia Pacific which is still down 25%. As yet, there
has not been a substantial return to travelling by Chinese international
tourists. The World Tourism Alliance has estimated that there were a
little over 40 million international outbound tourists from China in H1 ‘_/
2023, which, when annualised, sits at 50% below pre-pandemic levels. -100%

In contrast, domestic tourism in China is sitting at almost 90% as the J ‘F ‘M ‘A‘M‘ J‘J ‘A ‘S ‘O ‘N ‘D J ‘F ‘M‘A‘ M‘ J‘J ‘A ‘S ‘O ‘N‘D J ‘F ‘M ‘A‘M‘ J ‘J }A ‘S F) ‘N ‘D J ‘F ‘M‘A‘ M‘ J‘J

government has sought to promote the sector. Notwithstanding this 2020

2021 2022

2022
slower pace of recovery, so far Southeast Asian destinations have been

the key beneficiaries as Chinese tourists have holidayed within the B North America
region. More markets, however, have reintroduced group visas as well

Europe

Source: UNWTO
as seeking to resolve other infrastructure issues which will help drive

full recovery—which is forecast by 2025 (Oxford Economics).
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E-commerce continues to attract significant
attention as more retailers expand their online
presence. For example, online sales for Zara have
grown from 10% of revenue in 2017 to over 25%
in 2022, reaching almost EUR 8 billion.

This is partly a reflection of generational change as Generation Z (born 1996

to 2012) becomes a more important part of the consumer class. The spending
of Generation Z is set to grow three times faster than other generations for the
remainder of the decade,’® which means future growth in e-commerce is all but
assured.

When it comes to luxury, luxury brands were initially slow to incorporate “online”
into their service offerings, but many increased their e-commerce activity in
response to the demand. While online sales for luxury brands grew 20% YOY

in 2022, however, the market share remained at 2021 levels, further proving
e-commerce is only one part of the equation.

) https:/www.bain.com/insights/renaissance-in-uncertainty-luxury-builds-on-its-rebound/
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Brands will also need to factor in higher costs across social media advertising to grow greater
levels of online sales. It is estimated that online customer acquisition costs have increased 60%
in the last five years," which is further eroding brand profitability, and contributing to a forecast
33% increase in global digital advertising spending by 2026.” Increased consumer privacy
legislation is also making it more complicated.

Altogether, these factors reinforce the importance of maintaining a physical presence in

key markets and underpin why luxury brands continue to expand their footprints as well as
maintain extensively refurbished retail stores. These stores are the physical embodiment of the
brand, something that is very hard to curate in an online environment. Often this is reinforced
with bespoke products only available for purchase in-store to channel customers into real-
world retail experiences. It is for this reason that the fitting out of new stores is undertaken
with meticulous attention to detail through centralised decision-making to ensure adherence
to design guidelines, and why physical stores will remain a critical part of a luxury brand’s
equation.

I https://www.simplicitydx.com/blogs/press-release-brands-losing-a-record-29-for-each-new-customer-acquired
21 https:/www.statista.com/statistics/237974/online-advertising-spending-worldwide/

CUSHMAN & WAKEFIELD
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ABOUT CUSHMAN & WAKEFIELD

Cushman & Wakefield (NYSE: CWK) is a leading global commercial

real estate services firm for property owners and occupiers with
approximately 52,000 employees in approximately 400 offices and

60 countries. In 2022, the firm reported revenue of $10.1 billion across
its core services of property, facilities and project management, leasing,
capital markets, and valuation and other services. It also receives
numerous industry and business accolades for its award-winning culture
and commitment to Diversity, Equity and Inclusion (DEI), Environmental,
Social and Governance (ESG) and more. For additional information, visit
www.cushmanwakefield.com.
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