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Foreword

This excerpt from the complete European Shopping Centre Trust-International Council of
Shopping Centers study—The Importance of Shopping Centres to the European Economy—
provides a snapshot and an overview of the size, breadth and impact of the European shopping-
centre industry. It isclear from these high-level statistics that the industry is an important force
within the European economy. Moreover, as shopping-centre growth continues to account for
more and more of the total volume of retail sales, the industry’s impact will grow even larger
than it is today.

This study documents not only the economic impacts on jobs—direct and indirect—on
investment and a range of other measurable statistics, but also on the social benefits from
environmental sensitivity, public-private partnerships and working for community betterment.

Detailed country impacts are in the complete report, but this sampler should provide readers
with concrete evidence that shopping centres do make a difference.

Michael P. Niemira
Director of Research, International Council of Shopping Centers



Ten Reasons Why European
Shopping Centres Make a Difference

Shopping centres, such as the Grand Bazaar in |stanbul and the shopping galleries in many parts
of Europe have existed for many centuries, but it is only in the past 50 years that modern
purpose-built shopping centres have been developed in Europe.! The modern shopping centre is
aretail property that is planned, built and managed as a single entity.

Shopping centres—based on ICSC’'s pan-European definition—have two basic formats—
traditional and specialised. The traditional format is an all-purpose centre that could be either
enclosed or open-air and classified by size. The specialised format is a specific purpose-built
retail scheme that is typically open-air and could be further classified by size. Specialised
formats include the retail park, factory outlet centre and the theme-oriented centre.?

The consumer isthe linchpin of the retail real estate industry and, for that matter, the European
economy. With consumption accounting for approximately 60 percent of the Gross Domestic
Product (GDP) in Europe, it is abackbone and catalyst for European growth.?

For the retailer and the consumer, shopping centres provide a clustering of goods and services
that benefit both. Retailers benefit from the concentration of shoppers (footfall) and consumers
benefit from the choice of shops, wide-selection of goods and services offerings and retailer
competition.

For the community, shopping centres provide economic benefit, including jobs and tax
revenues through new or expanded hubs of commerce or regeneration of areas.

For the investor, shopping centres are a unique real-estate asset on par, as an asset class, with
office, industrial and residential properties.

This study identifies ten key reasons why shopping centres are important to the European
economy and its commerce:

1. Consumersdepend on shopping centres

Nearly aquarter of all retail salesin Europe are estimated to occur in shopping centres.

Shopping-centre sales accounted for approximately €500 billion in 2006. These saes
are projected to increase by about €200 billion through 2017.

Consumers spent €1,110 per capita at European shopping centres in 2006.

2. Europehasabout 5,700 shopping centres

The modern shopping centre began in the mid 1950s in Sweden and later sprung upin a

Y For a discussion on industry growth, see: “The European Shopping Center: Yesterday, Today and

Tomorrow—A Discussion with Jean-Louis Solal,” ICSC Research Quarterly, Vol. 11, No.2 (Summer 2004),
pp. 3-8. Solal—often regarded as the father of the modern shopping centre in Europe—observed that,
“The first modern shopping centers in Europe appeared in the Nordic countries with Vallingby Centrum in
Sweden as part of a planned community that was built in 1954. On the heels of that project was the centre
called Shopping, built in 1955, and the Farsta Centrum opened in 1960.”

% This industry segmentation is described in detail in Towards a Pan-European Shopping Centre Standard:
A Framework for International Comparison, ICSC, 2005. Based on the ICSC-consensus European industry
definition, a shopping centre has a minimum gross leasable area of 5,000 square metres.

3 Europe in Figures: Eurostat Yearbook 2006-07, European Commission, 2007, p. 158.



few European towns and cities during the 1960s and 1970s. However, today the
shopping centreis found in almost every country of Europe.

This study identified about 5,700 shopping centres in Europe in 2007" with a
“traditional format” accounting for about four-fifth of the total.

By retail floor space, European shopping centres account for over 111 million square
metres (sq m) of gross leasable area (GLA), that is, retail space leased to tenants.” On a
per capita basis, that equates to 0.226 sqg m GLA or 226 sqg m GLA for every thousand
people living in Europe. In well-developed retail markets such as Sweden (700 sq m
GLA for every thousand), Norway (640), Netherlands (450) and UK (440), the figure is
much higher.

3.  Pipdineof shopping centre projectsislarge

European shopping centre floor space (GLA) has increased by about 40 million sq m
since 2000 or more than 20 million sq m since 2004.°

Nevertheless, there remains considerable potential for shopping centres, especidly in
the EU-accession countries.” This study finds that over 500 new centres were planned
between 2006 and 2009. This equates to new additional floor space totaling 17.9
million sg m.

The majority of new centres are planned for mature retail markets in Western Europe.
Here the development pipeline extends to nearly 400 projects and 13.2 million sg m.
Many of these developments are part of retail-led town and city-centre regeneration
projects.

About 130 projects were planned between 2006 and 2009 for the EU-accession
countries, which will nearly double the existing shopping-centre stock.

The extensive shopping-centre development pipeline means there will be an even larger
share of retail spacein the form of shopping centres.

4, Retailers depend on shopping centres
Shopping centres are a good platform for retailer growth, especially in new markets.

Throughout Europe, the retail sector has been the fourth fastest growing economic
sector (out of ten) between 2000 and 2005. This dramatic growth has coincided with—
or arguably been caused by—the rapid growth in the European shopping centre
industry.

* To get a sense of how quickly the shopping-centre industry has grown, Cushman and Wakefield
estimated that European shopping-centre gross leasable space was 90.1 million sq m with 4,221 schemes
in 2004. For this earlier look at the industry, see: Yvonne Court, “European Shopping Centres—A Market
Review,” ICSC Research Quarterly, Vol. 11, No. 1 (Spring 2004), pp. 16-19.

® As a point of reference, CB Richard Ellis estimates that there is approximately 757 million sq m of office
space in Europe (EU25) and shopping-centre space is about one eighth as large. European shopping-
centre space is also approximately 15 percent of the size of the comparable space in the United States.

® Also see: Neville Moss, “Shopping Center Development in Europe: The Boom Goes On,” Research
Review, Vol. 14, No. 2, 2007, pp. 52-54.

" The “accession” countries referred to in this study comprise most of the recently joined members of the
European Union: Bulgaria (2007), the Czech Republic (2004), Estonia (2004), Hungary (2004), Latvia
(2004), Lithuania (2004), Poland (2004), Romania (2007), Slovakia (2004) and Slovenia (2004).



Over the next ten years, the retail sector is expected to grow more rapidly than GDP,
and therefore become an increasingly more important driver of economic activity. This
will be especialy true in the EU-accession countries.

The growth in retail activity has been driven, in part, by the growth and proliferation of
large multinational retailers (notably grocery and hypermarket chains). The expansion
of these businesses has, in turn, been greatly facilitated by the development of the
shopping centre.

Shopping centres provide multinational retailers advantages over more traditional retail
destinations, such as high street. For example, the development of new centres offers
retailers the opportunity to occupy larger and more efficient stores from scratch, tailored
to their requirements, within a professionally built and run environment.

European commer ce depends on shopping centres

The value of European retail sales in 2006 was €2.17 trillion. This is equivalent to a
third of total consumer spending and nearly afifth of GDP.

The recent strength in European retail sales could not have occurred without the
specidization of retail-centre formats. The rise of retail parks, for example, alowed
“bulky-goods’ retalers to operate more productively out of town, while town-centre
retail space focused more on specialty shops and service trades.

Shopping centres create and support millions of jobs

Shopping centres make a significant contribution to retail employment. This study finds
that shopping centres directly employ 4.0 million workers across Europe—equivalent to
a fifth of retail employment. Approximately 3.6 million of these lie within Western
Europe and a further 400,000 in the EU-accession countries.

Across Europe, the broader retail sector directly employs 19 million people, which is
equivalent to more than 8 percent of total employment. This share is larger than several
other industries, including financial services, public administration, education, transport
and communication and construction. In addition, the retail sector indirectly supports
an additional 13 million workersin the rest of the European economy.

Retail is an important generator of new jobs in Europe. Retail employment increased by
1.4 million jobs between 2000 and 2005, and is expected to increase by another 1.2
million by 2016.

There were an estimated 45,000 European construction jobs resulting from shopping-
centre development in 2007.

Shopping centres generate employment opportunities for women. About three-fifths of
overall retail employment isfemale.

Shopping centres are a catalyst for non-retail development and
arearegeneration

Shopping centres directly provide positive economic benefits to the community,
including employment, income and tax revenue, as well as physical improvements to
the environment in terms of better buildings and infrastructure. Indirectly, through the
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“multiplier” and “accelerator” economic effects on the economy, shopping-centre
development (including redevel opment and renovation) lifts the broader economy.

Shopping-centre development is a catalyst for retail regeneration in many towns and
cities across Europe. For example, notable retail-led regeneration schemes include the
Bullring centre in Birmingham, Victoria Square in Belfast, Valle Aurelia in Rome,
Manufaktura in Lodz, and the new Paradise Street scheme in Liverpool, currently the
largest on-going regeneration project in Europe.

Shopping centres respond to changes in consumer tastes and
needs

Retailers and shopping-centre owners are recognizing that consumers work, live and
play differently today as demographics and European societies evolve and intersect ever
more. One of those consumer sea-changes is when consumers shop or want to shop.
Increasingly, restrictions on shopping hours are being challenged by consumers—whose
lifestyles are different—and by politicians, who seek to spur consumption and sales tax
revenue.

Shopping centres and retailers more and more are catering to older-shopper needs
through the products and services offered for sale, the design of retail facilities and
shopper services available.

Shopping centres are providing a greater range of entertainment to connect with the
consumer desire for experiential environments.

Shopping centresrespond to society needs

Shopping-centre owners and managers are embracing environmentally-sensitive
building practices and more environmentally sustainable operations. Energy efficiency,
conservation and recycling are not only smart business practices that are showing up
increasingly throughout the European shopping-centre industry, but these real-estate
best practices meet asocial responsibility to their communities.

Public-private partnerships have increased as public funding needs have falen below
what is required to close the European “infrastructure gap.” The shopping-centre
industry has been on the forefront of this wave recognizing that retail is a catalyst for
mixed-use developments—whether it is atrain station or an urban redevel opment.

Shopping centres are an investment-gr ade asset

The proliferation of shopping centre provision has been driven by record levels of
investment. In 2006, shopping-centre investment was €25.7 billion.

Shopping centres have been integral to the increase in cross-border real estate
investment, which has risen from 30 percent to nearly 50 percent of total investment.
Shopping centres are popular with cross-border investors as they provide large good
quality assets, benefiting from secure incomes and relatively low risk compared to
alternative real estate assets.

Shopping centres also have attracted investors—directly or indirectly through real estate
investment trusts—because of their relatively strong investment returns in many
European countries.



The relatively strong performance and increased liquidity in real estate, in general, and
shopping centres, in particular, encouraged institutional investors to increase their
holding of real estate and retail real estate relative to equities and bonds. Typically real
estate has accounted for about 5 percent of institutional investment funds, but this is
now rising to 10 percent or more. Consequently pension funds, insurance companies
and other institutions, and the consumers who pay into these, are increasingly dependent
on the performance of shopping centres.

Shopping centres serve a number of important roles for consumers, retailers, investors and
policymakers. The ubiquitous shopping centre is more than just a fixture in thousands of
towns and cities. It is a dynamic source of development, commerce and growth and, at the
same time, fills an important delivery role—efficiently and cost-effectively—for European
retailers’ products and services.



