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INTERNATIONAL
Leading retailers worldwide in 
2004.
 Globally, Americans continue 
dominating the ranking of retailers 
worldwide in 2004. Besides, it did 
not change much compared to one 
year earlier and is still dominated 
by Wal-Mart since 1990, by grocery 
retailers and mass merchandisers. 
Some changes were driven either 
by the stronger position of regional 
þrms and home ware specialty 
retailers or by the weakening position 
of clothing and footwear businesses. 
U.S-based retailers enjoyed the surge 
in retail consumer spending last year, 
which has protected them against a 
weak U.S dollar. However, a strong 
local currency 
contr ibuted 
to reinforce 
Tesco in U.K 
and ITM 
E n t re p r i s e s 
in France. 
Mergers and 
acquisitions 
g e n e r a t e d 
strong sales 
growth both 
in United 

States and other countries.
 To survive and thrive, retailers 
worldwide have to identify new ways 
to create added value and capitalize 
on aspects of the activity where Wal-
Mart is the most vulnerable such as 
small formats.
 Suppliers should be ready to 
work directly with Wal-Mart, which 
continues reinforcing it massive 
buying power, its pressure on 
lower costs and development of 
products answering to demand of 
its international markets. But, even if 
suppliers integrate its global supply 
chain, they must not forget the 
expansion opportunities of smaller 
retailers, formats and new markets.
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Top 10 retailers worldwide by 2004 sales.
rank, company home country net sales 

(million US$)
1. Wal-Mart Stores United States 285,222
2. Carrefour Group France 101,235
3. The Home Depot, Inc United States 73,094
4. Metro AG Germany 70,162
5. Tesco Plc United Kingdom 62,274
6. Ito Yokado Co, Ltd Japan 56,812
7. The Kroger Co United States 56,434
8. ITM Entreprises SA France 47,264
9. Costco Companies, Inc United States 47,146
10. Royal Ahold Netherlands 45,864

Sources : Fortune/Retail Forward

EUROPE
Top 11 cities to locate a business 
today.

1990 2004 2005
London 1 1 1
Paris 2 2 2
Frankfurt 3 3 3
Brussels 4 4 4
Barcelona 11 6 5
Amsterdam 5 5 6
Madrid 17 7 7
Berlin 15 9 8
Munich 12 8 9
Zurich 7 10 10
Milan 9 11 11

Source : Cushman & Wakefield, H & B

 This survey has been conducted 
between June and July 2005 by 
Cushman & Wakeþeld Healey & 
Baker, a global real estate company, 
after having interviewed 501 senior 

executives in 9 European countries. 
To be classiþed in this survey, key 
factors include access to markets and 
customers, availability of qualiþed 
workforce, communications and cost 
factors including staffé
 It shows that London and Paris 
are the best-known cities and that 
Spanish cities jumped ahead : since 
1990, Barcelona overtook Amsterdam 
into þfth position from 11th and 
Madrid moved up from the 17th to 
the 7th. Valencia and Bucharest head 
the list of other cities threatening to 
break into the top 30. 
 As for the next þve years, Warsaw, 
sitting in the 20th position of this 
ranking, should register the largest 
inÿux of companies. Concerning 
international expansion over 2010, 



China can expect to see the biggest 
inÿux with Shanghai (41) and Beijing 
(25) dominating plans, ahead of 
Mumbai (16), Mexico City (15) and 
New Delhi (11).

cities No of companies
Shanghai 41
Beijing 25
Mumbai 16
Mexico City 15
New Delhi 11
Tokyo 11
Sao Paulo 11
Buenos Aires 10
New York 10
Sydney 8

Source : Cushman & Wakefield, H & B
 23% of the 501 surveyed þrms 
have relocated or outsourced 
operations to another country in the 
past three years and 17% plan to do it 
in the next two years. Again Eastern 
Europe (Warsaw, Prague, Budapest 
and Moscow) is the most favored 
destination. 

FRANCE

Centres Leclerc : sales of the 
independent group were 
up 4.1% to û 18.3 billion to 
August 31, gasoline included. 
Hypermarkets fell 0.9% and 
supermarkets 1.3%. Market 
share increased to 17%. 
 All told, including the 46 
hypermarkets in Italy, Poland, Spain 
and Portugal, growth was up 0.5% to 
û 19.3 billion in a lagging consumer 
market. Every format sales increased 
mainly small hypermarkets of 
4,000 to 6,500 sq.m, which account 
for three-quarters of the positive 
increase. September sales grew by 
8% in France. 
 Leclerc market share, including 
all items, was up 0.5 point to 17% 
to compare with Carrefour 14.6%, 
Intermarch® 10.6% (down 0.6 point) 
and Auchan 10.7% (down 0.3 point).
 Regarding 2005, Leclerc expects û 
30 billion in sales and a 5% increase 
is forecasted for next year. As for 
2006, Michel-Edouard Leclerc, co 
president of ACDLec, the structure 
that federates the Group members, 
has set several targets, overall 
staying the less expensive stores in 
all ranges including non-food. 
 Some Leclerc members are 
already investing in so-called hard 
discount stores under the Leclerc 

Express banner, a new convenience 
concept covering 800 sq.m of average 
area. 
 In addition, if Centres Leclerc 
stores have no desire to have a 
more international presence, they 
however try to expand their banner 
into European markets as far as 
Russia. In this context, Leclerc 
and Italyõs second largest retailer, 
Conad, whose hypermarkets have 
adopted the Leclerc banner from 
2002, are establishing the new 
Coopernic buying group, based in 
Brussels. Combined sales of both 
partners reach û 34.9 billion with 
2,836 stores in six countries. Several 
other independent retail groups 
might become members. In such 
a context, there are discussions 
with the German Rewe and the 
Swiss Coop. This òunion of co-opó 
already groups approximately thirty 
partners including the 16 Leclerc 
regional central buying groups in 
France plus 4 outside, Conad and its 
8 regional buying groups and their 
common þrm. Coopernic, will have 
to supply its members with all the 
necessary services of trans border 
negotiations and the merchandise 
sourcing including food, equipment 
items and advertising.

Carrefour : pro forma Group 
sales up 5.1%, excluding 
currency, to û 21.27 billion in 
Q3. 
 In France, hypermarket pro 
forma sales excluding gas slightly 
improved lifting 0.5% to û 10.085 
billion. However, Champion 
supermarket like for like sales 
excluding gas fell 3.6% and Ed food 
discount stores 2.4%. 
 In Europe, excluding France, in 
the three months ended September 
30 same store sales grew lightly by 
0.3%, in Latin America by 2.3% and 
in Asia by 0.5%. In the quarter, 524 
stores were opened including 22 
hypermarkets.

Go Sport reopened a Paris 
downtown store, Porte de 
Saint Cloud, after a complete 
renovation following the new 
brand concept.
 The store architecture is 
organized in 3 sections related to 
sports performance, fashion and 
entertainment. Concept and identity 
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In short…
Japanese Daiei has more than 
quadrupled its H1 recurring 
income forecast stimulated by 
a strong performance from its 
financial service subsidiary.
 In fact, Japanõs third largest 
retailer revises upwards groupõs 
performance in the period between 
March and August 2005/6 with 
a recurring proþt of Y 8.5 billion 
($ 74.5 million) compared to Y 2 
billion ($ 17.3 millions) previously 
forecasted. It also expects a net 
proþt of Y 414 billion on sales of 
865.1 billion from Y 410 billion and 
sales of 860 billion one year earlier 
in the same periodé

Lotte, Korea’s largest retailer, 
plans to expand overseas 
and unveiled it will open a 
department store in Moscow by 
2006.
 This unit will be located in the 
Lotte center currently being deve-
loped in the capitalõs heart at only 
1.4 kilometer from the Kremlin. 
Russia will be its þrst step. It also 
plans to enter China and other 
Asian countries as it ambitions 
to become one of the worldõs top 
ten department store chains by 
2008é.

The Home Depot has received 
approval by the Chinese Minis-
ter of Commerce to invest $ 15.6 
million to open retail stores in 
China…

Kingfisher will open is first B&Q 
outlet in Hong Kong early 2007 
in 11,000 sq.m of space. British 
mother-company expects it to 
bring in sales of $ 44.2 million to 
53 million in its þrst full year of 
operation and a local market share 
between 5 to 8%.

French Galeries Lafayette depart-
ment store chain unveiled net 
profit up 4% in H 1 to û 37.2 
million helped by the improved 
contribution of LaSer services 
division but operating proþt is 
lower 8% to û 113.8 million versus 
the same period one year earlier. 
Sales for the total Group grew to 
û 338.8 million from 329.4 million 
helped by improving sales at its ²



are coherent with the bannerõs 
strategy. It is Go Sport Group wish, 
Franceõs third largest sporting 
goods chain, to be the favored multi 
specialist partner of famous brands. 
At the store entrance, the seasonal 
merchandise is indicated; fashion 
and new techniques are in the central 
part and various sporting practices 
on the peripheryé 
 Two more units will be added 
next year in Paris, one early 2006 
will cover 1,700 sq.m of space in the 
former premises of Habitat home 
store, not far from Trois Quartiers 
shopping center, and the next unit 
is forecasted for end of 2006 and will 
cover 1,500 sq.m of space along the 
Champs-Elys®esé

Kiloutou : Franky Mulliez, 
founding president of 
France’s second largest firm 
of equipment rental, sells 
51% of the capital to Sagard 
investment fund.
 Franky Mulliez retains 34% 
of the 90% shares he owned and 
the managing team reinforces its 
position while taking a 15%-stake 
of the þrm capital valued at û 170 
millions (net worth+debt).
 This operation is þnanced by 
shareholders and a bank loan 
including Soci®t® G®n®rale and 
Cr®dit Agricole. Kiloutou will thus 
be able to double its current store 
network in the next þve years and 
generate û 329 million in sales by 
2009.
 Kiloutou operating proþt is û 
11.5 million on current sales of û 190 
million approximately. It has a 5.2% 
share of a market valued at 3 billion.
 Sagard, an European specialist of 
investment capital, is already known 
for its stake in Vivarte (former Andr® 
Group). 

Pizza Hut France expanding 
through franchise.
 Pizza Hut owned by U.S- based 
Yum! Brands took the decision to sell 
19 of the fast foods it owns in France. 
Selling outlets to franchisees is part 
of the Groupõs worldwide strategy 
consisting in reinforcing their 
position in its network. For Yum! 
Brands, franchise is a method that 
helps to develop the brand as well 
as associate the context knowledge 
with local dynamic operators and a 

groupõs international experience.
 Pizza Hut, specialist of cooked 
chicken, owns 88 take-away 
restaurants including 34 in franchise 
and 25 restaurants including 2 only 
in franchise.
  This policy is taking place while 
the French enterprise holding, 
capping restaurants and take-away 
units, is recovering as it reported a 
loss of û 6 million on 138 million 
sales in 2003-4.

GERMANY

Aldi starts selling national 
brands in its food discount 
stores in Germany. It is the end 
of a home-brand strategy.
 Two years ago, Aldi had stopped 
offering a few new big brand name 
products as it hoped that its less 
expensive own-brand products 
would sell better in its 7,500 stores 
in Germany, France, the U.Sé 
This strategy put it aside from its 
competitors including Lidl, which, 
on the contrary, had expanded its 
range of name brands.
 According to GfK researchers, 
Aldi sales were û 26.1 billion in 2004 
and fell 0.6% in the þrst half 2005 in 
its home market. On its side, Lidl 
sales totaled û 9.7 billion increasing 
by 13% in the same period. òAldi 
has changed strategy after Lidlõs 
push in home-brand products led 
to signiþcant gains in market shareó 
estimate Roland Berger Strategy 
Consultants in Munich.
 With global estimated sales of û 
34 billion, Aldi is only Europeõs 12th 
largest retailer by sales. But with a 
growing number of hard discount 
stores, it continues to satisfy its 
customers with low prices.

GREECE

Sonae Sierra opened Cosmos, 
its first shopping and leisure 
center in Greece, on October 20 
in Thessalonica.
- 46,000 sq. m GLA,
- 214 shops,
- 37 restaurants,
- one supermarket, a multiplex with 
11 theatres, a bowling roomé
- 2,600 parking spaces
- investment : û 110 million.
 This center was developed 
by a partnership between Greek 
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Haussmann stores in downtown 
Parisé
 
Hyparlo, Carrefour’s largest 
franchisee, unveils total sales 
growing by 31% to û 791.5 
million in the 9-month period to 
September 30, including 709.8 
million in France and 81.7 million 
in Romania. Growth in Romania 
remains strong standing at 47% on 
a comparable basisé 

Jardiland, France’s largest 
garden center chain, is acquired 
by the family association of 
Michel Leclercq. Michel Leclerc 
is the founder of Decathlon and is 
related by marriage to the Mulliez 
family whose largest retail asset is 
the Auchan hypermarket chain.
 A capital increase is planned 
before yearõs end that will make 
the association able to own 22.44% 
of Jardiland shares with the option 
to grow to the majority within two 
years.
 Jardiland capital is currently 
owned by the family of Etienne 
Bordet. Sales amount to û 700 
million with 215 stores including 
109 Jardiland, 60 Vive le Jardin and 
7 outlets in Spainé

51% of British consumers make 
a purchase based on social or 
environmental considerations in 
the quarter to September.
 A new study reveals that the 
simple fact receiving a convincing 
piece of information from a 
pressure group is enough for two-
thirds of consumers to stop buying 
a brandé

French Carrefour will invest $ 
100 million (û 82.8 million) in 
Colombia in 2006.
 This investment will be used 
to open 5 new hypermarkets and 
renovate the supply chain. In this 
country, the retailer generated $ 
523 million (û 436 million) in sales 
during the nine-month period, an 
increase of 26%. Colombia is its 
3rd best country by sales in Latin 
America behind Brazil (û 29.4 
billion) and Argentina (û 1.08 
billion)é



Lamda Development and Sierra 
Charagionis, a joint-venture bet-
ween Sonae Sierra and Greek 
group Acropole Charagionis for 
the development, investment and 
management of shopping and 
leisure centers in the Greek market.

FEDERATION OF RUSSIA

Corruption is still in practice in 
the Federation but it decreased 
by 0.4 percentage point 
compared to 2004, its lowest 
level in four years.
 Of the 159 surveyed countries, 
Russia score is 2.4 compared to 2.7 
in 2002 and 2003 in a 10-point scale 
and is at the same rank as Albania, 
Niger and Sierra Leone. In Ukraine, 
climate deteriorated as in Estonia. 
Latvia and Lithuania improved 
their positions as it can be seen in 
the chart.
 In 2003, Vladimir Putin 
established a State agency to put a 
brake on corruption but the head 
was þred from his position as he 
was accused of corruption himself!
 Totally, the International Trans-
parency Commission in Russia has 
high hopes for the U.N Convention 
against Corruption in force from 
December. It has still to be ratiþed 
by Russia and will help to punish 
foreign þrms and individual 
persons accused of corruption on 
their territory.
 However, other sources inclu-
ding Indem, indicate that þrms 
present in Russia will spend this 
year almost $ 244,000 on bribes to 
government ofþcials and 75% of 
them will be paid to low-ranking 
local ofþcials compared to $ 23,000 
in 2001 or ten times more according 
to Indem which based its estimates 
on small enterprises only as it was 
unable to survey oligarchs.
 Volume growth is less worrying 
than the trend by ministries to 
establish rules for a market in 
which they themselves are active. 
The Economic Development and 
Trade Ministry expects to solve the 
problem through administrative 
reforms that will cut the share of 
small and medium-size þrms to 
bypass the bureaucratic barriers 
to 3% in 2010 compared to 8.5% 
currently.

Internet success but difficult 
online payments. Credit card 
growing success.
 Russians currently can order 
almost everything online and be 
delivered at home provided they 
live inside the Moscowõs Ring Road. 
However, online payment is still 
delicate. According to the Moscow 
Times, while sales will likely reach 
$ 850 million by end of this year, 
almost the double of 2004, cash 
payment is still the most popular 
option. Consequently, sites such 
as online bookseller Setbook.ru or 
Ozon.ru and other retailers accept 
cash upon delivery.
 However, since the end of the 
Nineties, consumers can pay many 
items online. CyberPlat, E-Port 
and other virtual payment systems 
have been created in the same time 
as mobile telecommunications in 
Russia. In the beginning, virtual 
payment systems were focused on 
the help to mobile holders to manage 
their payments. They now process 
more than $ 5 billion annually. 
Russians and foreigners can create 
accounts with these providers in 
order to pay their utility invoices as 
well as their online orders. However, 
learning how to use these systems 
may take more time than buying 
items online.
 Each virtual payment is unique 
but generally consumers have to 
þll an exhaustive questionnaire to 
register for their order. Payment 
platforms work through an Internet 
interface or have to be loaded as a 
separate program onto a computer.
 Commissions for the conversion 
of rubles into virtual money and 
for the transfer of money on and off 
Internet is much lower than 10%. 

However, consumers must buy 
special cards to put money on their 
online accounts, use a bank transfer 
or an even more difþcult method of 
converting money.
 All online retailers do not accept 
all types of virtual money and prefer 
credit cards. According to Visa, card 
number grew by more than 6 million 
in 2004 to 11.8 million by the end of 
this year. However, the fear of fraud 
still delays their development.

Top ten Russian most popular 
online retailers (in % of Internet 
shoppers).
1 Ozon.ru 33.4%
2 Bolero.ru 24
3 Dostavka.ru 8,6
4 Aromat.ru 5,1
5 Megashop.ru 4,9
6 MVideo.ru 4,5
7 Biblion.ru 4,3
8 Colibri.ru 4,3
9 Biblio-globus.ru 3,8
10 E-shop.ru 3,8

Source : Subscribe.ru, Nov 2004

Home delivery services 
are much appreciated by 
shoppers, as they have not to 
wear themselves bags full of 
merchandise.
 Moscow home delivery services 
generally accept orders over the Net 
or by telephone. Once customers 
have selected merchandise from a 
paper or a virtual catalog and placed 
their orders, the store team may 
contact them to obtain precisions 
as to replace one item out of stock 
by one another and communicate 
a delivery time estimate. Deliveries 
can also be organized to Moscow 
suburban dachas.
 Sedmoi Kontinent has been one 
of the most famous retail þrms for its 
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Corruption perception index
countries 2005 2004 countries 2005 2004

Iceland 9.7 9.5 Mongolia 3.0 3.0
Germany 8.2 8.2 India 2.9 2.8
Great Britain 8.6 8.6 Moldavia 2.9 2.3
U.S.A 7.6 7.5 Ukraine 2.6 2.2
Estonia 6.4 6.0 Belarus 2.6 3.3
Taiwan 5.9 5.6 Kazakhstan 2.6 2.2
Italy 5.0 4.8 Albania 2.4 2,5
Lithuania 4.8 4.6 Niger 2.4 2.2
Latvia 4.2 4.0 Russia 2.4 2.8
Brazil 3.7 3.9 Sierra Leone 2.4 2.3
Mexico 3.5 3.6 Georgia 2.3 2.0
China 3.2 3.4 Kyrgyzstan 2.3 2.2
Rwanda 3.1 N.A Chad 1.7 1.7

Source : Transparency International/The Moscow Times
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hina is not a monolithic market. The country is very 
diverse with 1.3 billion citizens speaking more than 

one hundred dialects. What they consumer and wear 
varies highly from north to south and east to west of the 
country, from the wealthy population to the poor rural, 
from the young to the old people and from the country 
to the urban sites. In fact, Urumqi, in the north-west 
part of China, a city 40% composed of Muslims where 
Carrefour opened its 42nd hypermarket in this country 
early 2004, is further from Guangzhou to south-east than 
Oslo from Rome and desires and needs of a population 
who beneþted of the economic changes of the past two 
decades barely look like those who did not follow the 
market evolution. òIt is clear that you canõt treat China 
as just one country,ó says Glenn Murphy, managing 
director of AC.Nielsen China in Shanghai.

Incomes vary highly across the mainland :
2003 data in US$

city rural China urban China
Beijing 691 1 714

Liaoning 362 894
Jiangsu 523 1,144

Shanghai 821 1,835
Guangdong 501 1,528

Hubei 317 904
Sichuan 275 869
Yunnan 210 944

Source : National Bureau of Statistics, China 

 Once it was sufþcient for companies to focus on 
the 100 million of Chinese living in Beijing, Shanghai, 
Guangzhou and a few other major cities. Today they 
rush to offer products tailored to more population 
segments : rural, urban, middle class, wealthy and 
poor. This generates a choice explosion for consumers. 
Gadget and appliance maker Samsung discovered 
that people living in the wet province of Guangdong 
inhabitants need larger refrigerators than those living 
in the north and more temperate part of the country. 
It then started shipping bigger appliance to the south. 
Procter & Gamble has conquered China hinterland 
with a low price detergent called Tide Clean White, 
while retaining its urban consumers with the more 
expensive product, Tide Triple Action. Nokia is making 
mass telephone models for every type of user and has 
opened more than 100 stores in almost every corner of 
the country, up from 3 in 2002. òWe were trying to run 
China by just managing it centrally as one marketó 
says Colin Giles, Nokiaõs senior vice-president for sales 
and marketing in China. òWhen we started to roll out 
local distributors, we realized how diverse the market 
really isó. Since the strategy has been revamped, Nokia 
stepped back and regained with difþculty the þrst rank 

of the best cellular telephone brands sold in the country 
after slipping in 2002.

 Multinationals are not the only ones to segment the 
market. Chinese companies are doing the same. Haier 
Group appliance maker sells dozens of washing machine 
models in China including a tiny one for rural customers 
at just $ 37. Lenovo does not make PCs only at $ 2,000 or 
more doubling its home entertainment stores, but makes 
also simple machines for just a couple of hundred dollars 
for poorer rural customers who want their children to 
become computer literate. The local automaker Geely 
Automotive Ltd now offers 5 models compared to just 
2 in 2003. The Mybo at $ 17,000 is a family sedan aiming 
a population of urban drivers and Haoqing at $ 3,700 is 
aimed for recent college graduates.

 Consequently, it is essential for multinational and for 
domestic companies to learn to identify the emerging 
groups of consumers. They reach their target while 
conducting surveys on the country in order to anticipate 
needs and desires of shoppers. To succeed in China, it 
is necessary to òunderstand the psychographic proþle 
of Chinese consumers, their emotions, and what they 
identify within a brandó says Viveca Chan, expert 
and former head of the Chinese advertising agency 
Grey Global Group. It divided young Chinese into 11 
categories based on their lifestyles and desires, from 
independent types who do not follow consumer trends 
to price-conscious shoppers.

 Other þrms spend much time with customers such as 
engineers and designers of General Motors who ÿew to 
the province of Guangxi to visit micro van buyers at their 
homes and farms. Motorola followed the same strategy 
and sent research teams to far-away cities. The company 
stumbled two years ago when local competitors began 
nibbling at its market share and discovered that even 
consumers far from Shanghai and Beijing are more 
advised. The result was that its teams spend more time 
and energy to the marketõs lower-revenue households 
and even its less expensive telephones make users able 
to download MP3 songs. In addition, while Motorola 
does not make special telephones for rural consumers, 
it is better for it today to produce the right handsets for 
various markets, i-e, supply more of cheaper phones for 
rural regions and more sophisticated ones for cities.

 In their approach of the various consumer groups, 
marketers understand that the rural population is still 
bigger. There are nearly 750 million residents whose 
incomes per capita in the rural zones grew by 12.5% 
in the þrst half of 2005. Local competition is þerce. For 
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Multinationals are fighting against locals to 
attract a more advised Chinese consumer.

C



example, Wahaha has become Chinaõs largest beverage 
maker as it has extended its distribution network to 
rural areas. òDistribution is a huge challenge for the 
multinationals in rural Chinaó declares a professor of 
marketing at the Guanghua School of Management at 
Beijing University.

 Today, multinational companies have become more 
sophisticated while adapting their messages to both 
types of customers, the urban and rural populations. 
They have understood that they face a real challenge 
when expanding outside cities and that it is urgent to 
take it on.Â
Source : Business Week
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s Bulgaria is in a waiting position of its accession 
to European Union in 2007 its economy is growing 

at the fast rate of 6% a year. It emerges as an attractive 
destination for foreign investors mainly thanks to its 
stability. Foreign Direct Investments grew to û 2.14 
billion in 2004 from 2003, an increase of 14.2% according 
to Associated Press. Foreigners have invested û 216 
million in property the same year up 120% in one year 
estimates Vedomosti.

 Foreigners who enter this country and register 
companies can only buy land. Those who buy real estate 
assets of over $ 500,000 obtain a residency permit and 
can leave or enter Bulgaria without any restriction. Now, 
some legal or operating costs such as local property tax 
are well below the rest of Europe and property costs 
and rents compare very favorably with other popular 
European destinations for investments such as Spain.

 Foreigners who may register high capital returns are 
British investors who buy assets before E.U accession. 
In fact, a 30% growth is forecasted after the membership 
accession. Changes would be already perceptible such as a 
light decline of foreign investors in some real estate sectors 
in the fear that accession would be delayed one year if the 
country fails to reform its legal system and its decision to 
solve corruption according to Associated Press.

 As competition intensiþes in the European markets, 
investors are turning towards the Baltic and Ukraine 
markets. If it is a long time since they have targeted the 
Czech Republic or Poland. Today countries of the former 
Soviet block such as Baltics are now interesting countries 
as they have become members of the European Union 
since May 2004. Their capitals Tallinn (Estonia), Vilnius 
(Lithuania) or Riga (Latvia) are on the radars of investors 
as they have very high quality products to offer.

 Like Ukraine, part of the attracting power of these 
small countries is based on their strong economic growth. 
GDP of Latviaõs grew by 8.5% in 2004, by 6.2% in Estonia 
and 6.7% in Lithuania. While Poland and the Czech 
Republic had done respectively 4.5% and 4.2%. Their 
attraction is also based on the potential high yields such 
as 13.5% offered for prime commercial assets although 
many deals are concluded at around 8%. Ofþces yields 
are also at 8%.

 Scandinavians are the most active investors in these 
countries considering their proximity and their tight 
commercial bonds. Their size makes these markets a 
target for midsize funds. Danish Baltic Property Trust, 
active in the region since 2001, has invested û 170 million 
there and plans to add 600 more million through its 
Optima fund over the next years. In October, it bought 
Olympia shopping mall of 22,000 sq.m of space in Riga, 
which grows to 9 the number of centers it owns in 
Estonia, Latvia and Lithuania.

 A group of Netherlands-based investors, Middle 
Europe Investments, is building 750,000 sq.m of ofþce, 
retail, residential and logistics space in Lithuania and 
Latvia. It invests û 450 million in 23 projects due to be 
completed by the end of 2010. Another advantage for 
investors is the corporate tax rate at 15% only.

 In addition, Baltics are a þrst stop before Ukraine 
whose Gross Domestic Product grew to 12% last year. 
This country of 47 million inhabitants compared to 3.5 in 
Lithuania, 2 million in Latvia and 1.3 million in Estonia is 
now considered as riskier than Baltics as it is unlikely to 
join soon the E.U and remains politically unstable. Yields 
are around 13% for both retail and ofþce space.Â
Source : The Wall Street Journal Europe
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Retail in Poland and Hungary still attracts
foreign investors.

Extension to new sectors. New trends.
oland is now catching up Hungary and the Czech 
Republic by investments and prices according 

to C&W/H&B in Budapest. Investors in Poland and 
Hungary still show a high interest for commercial real 
estate. But they are increasingly turning to secondary 
cities and retail sector as yields tumble as in the Czech 
Republic.

 In reality, investors begin considering these three 
countries as a unique market fueled by a high economic 
growth but they put aside the fact they are not as mature 
as the others. Lax planning policies and the threat of jobs 
going to cheaper countries might undermine the market 
fundamentals. According forecasts by DTZ, yield rates 
in these countries will decrease below 7% this year and, 
according to Jones Lang LaSalle, they can even move 
back to 6% in Hungary due to the lack of assets and the 
amount of investment to spend.
   
The new 2005 landscape.
 In 2004, investors spent û 1.85 billion in commercial 
deals both in Poland and in Hungary, ofþces accounting 
for 64% of the capital. In 2005, the landscape totally 
changed as û 1.5 billion has been spent in the þrst half 
alone. In Poland, investments so far are higher than 
during the whole year 2004 and retail accounts now for 
73% of the total volume of investments.

 In May 2005, Kl®pierrre entered the Polish market 
while acquiring the portfolio of Plaza Centers for û 425 
million. Last year, it bought 12 centers in Hungary for û 
285 million from the same partner. A few months ago, 
Immoeast of the Austrian Group Immoþnanz acquired 
120,000 sq.m of shopping center space in Hungary for û 
210 million. Dawnay Day, Invesco and Europa Capital 
Partners have launched funds targeting retail and ofþces 
of this region.

 As Budapest and Warsaw are saturated, a higher 
number of investors looking for commercial assets, are 
turning towards secondary cities. There are remaining 
opportunities in Polish cities such as Lodz, Poznan and 
Gdansk, each of them with a population of over 500,000 
inhabitants, but it is difþcult to þnd prime assets outside 
Budapest.

 Some foreign investors are less enthusiastic regarding 
asset opportunities outside capitals for the single reason 
that secondary cities are more difþcult to reach by plane, 
as ÿights are often cancelled without any explanation, 
and by car as the distance is usually very long.

Factory outlet centers.
 òHungarians like to spend when they have spare cash 

in their pockets. They spend it the þrst weekend of the 
month; you can see when pay day is by just looking at 
the footfall þgures,ó declares David Carver of Miller Dev. 
The same person estimates that there is no more room 
for this type of center in Hungary. It is true that a rival 
scheme of Miller is already þghting to þnd customers 
and tenants. But he admits that it may be possible to þnd 
suitable catchment areas for this type of centers in Polish 
large industrial cities. 
  
 As they are now members of the European Union, 
Poland and Hungary have a strong economic growth 
rate. Recently, GDP of these countries increased two 
times more than in euroland as large multinationals have 
reduced their costs while relocating their factories, call 
centers and back ofþce services to Central and Oriental 
Europe. Their entry has generated that the population 
got slowly richer and spend more. But GDP growth rate 
is less impressive. In the þrst quarter of 2005, it stood at 
+2.9% in Hungary and +2.1% in Poland compared to 
1.4% in euroland according to the Economist.
 
 Investments in retail could be threatened by two 
more trends. In the micro economic sector, lax planning 
policies might cause damages. In July, Budapest 
authorities have adopted their þrst planning policy but 
it covers ofþces only and will take effect from 2006 only. 
As for retail, authorities seem to consider the market will 
regulate by itself.

 On the macro level, jobs could be relocated further 
east following E.U expansion as pools of qualiþed 
workforce in Hungary, Poland and the Czech republic 
are getting dry and as countries are looking for cheaper 
wages. 

 Investors seem to ignore risks as yield rates are 
approaching the western standards even if Poland 
and Hungary are less mature, smaller and less liquid 
countries. Short-term interest rates stand at 6.59% in 
Hungary and 4,68% in Poland.Â

Poland : Investment breakdown according 
various asset types in 2005.

- retail   75.6% from 46% in 2004
- ofþce  24% from 51%
- industrial 0.4% from 3%

Hungary  : lax planning regulations stimulate 
retail growth in 2005

- retail  66% from 46% in 2004
- industrial 16% from 3%
- ofþce  18% from 51%
source : Europroperty
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he giant has started rethinking fundamentals that 
made it the worldõs largest retailer. Its growth is 

currently based on the mass presentation of merchandise 
sold at the lowest price. To answer to present economic 
shifts, it modiþes its strategy while targeting the more-
upscale customers. Those who buy big-ticket items of 
underwear, cleaning products and home products but 
pass by more expensive merchandise such as pricey 
consumer electronics. To reach its goal, its continues 
improving the quality and style of its womenõs wear and 
home accessories departments.

 What is really new is that in September, the retailer 
unveiled an eight-page advertising in Vogue focusing on 
fashion and in Times Square, a huge screen displayed its 
þrst New York fashion show! It is a major challenge as 
its rural low-revenue customers have always accounted 
for its core base and contributed to make it the worldõs 
giant with sales nearly $ 300 billion. In 2004, its sales 
represented 7.58% of total US retail sales excluding 
autos.

 The giant now understands that it must change as it 
faces lagging sales at stores open at least a year while they 
have been growing at Target (cf.LLDI September 2005) at 
a rate twice faster than at WM and its share course has 
fallen 17% in the past year while it has grown by 18% at 
Target. In fact, it became conscious of the situation last 
December 2004, as it had displayed items under $ 2 at the 
end of aisles in order to attract low-revenue consumers. 
But sales revealed disappointing.
 
 The giantõs attitude is the reÿect of major shifts in 
the United States in a context of an uneven economic 
context in the past years that has beneþted high-income 
Americans rather than its traditional customers. But 
even before hurricane Katrina pushes oil prices, rising 
prices at the pump has had a disproportionate impact 

over the American working classes as oil accounts for a 
major part of their budget.

 After Wal-Mart had studied his customers proþle it 
concluded that they were looking for fashion. It then 
began introducing more style merchandise into its stores. 
But this attitude must not alienate its core base. In fact, 
other retailers have failed in trying to expand outside 
their sector of experience. A good example is illustrated 
by the mid-range J.C.Penney department stores that 
failed in trying to reach new consumers ten years ago 
and alienated their former customers while trying to be 
more fashionable.

 In fact, for many years Wal-Mart has been improving 
its apparel and home accessories departments. In 2002, it 
introduced the George line from its British stores but it 
never promoted it.
 Now, many customers do not associate Wal-Mart 
with fashionable wear as it long displayed it in the same 
manner as its very successful lower-range clothes. It 
consequently totally changed and hired planners whose 
task consists in stopping production of styles that are not 
selling well to quickly sell more of popular items. 

 For a long time, Wal-Mart advertised relatively little 
believing that low prices were more attracting but this 
permanent focus on everyday low prices put it aside 
from the wealthier customers. In such a context, in 
June it opened a supercenter prototype in Arkansas in 
which it targets the new demography : wider aisles, 
mock hardwood ÿoors, lower shelves and more elegant 
displays with pricey products such as ÿat-panel plasma 
TVs for $ 1,648 to 1,998 and stereo systems in shelves 
rather than left in boxes and it works. Consequently, 
sales of ÿat panel plasma and large screen TVs sales grew 
by two-digits in two monthséÂ
Source : The Wall Street Journal Europe
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grocery deliveries for three years and 
its service is expanding. Orders are 
placed over the Net or by telephone 
from 8 a.m to 11 a.m. First orders can 
be delivered within a two-hourõs 
time the same day. Late orders, or 
orders to less convenient addresses, 
take place next day. It costs $ 10.50 
for an invoice under $ 35 and service 
is free for orders of $ 35 and over. The 
only inconvenience of the system 
relies in a more limited offer than 
in stores and out of stock. In fact, 
merchandise is delivered from the 
customerõs nearest supermarket and 
not from a warehouse.
 Other stores such as the online 
Vigodno.ru retailer are specialized in 
ofþce deliveries. Coffee is the most 
ordered item and service is delivered 
between 10 a.m and 10 p.m. Order of 
$ 35 and over is free.
Source : The Moscow Times 

Russia, third most attractive 
emerging destination for 
investments in Research & 
Development over the next five 
years. It was the fifth-largest 
destination one year earlier 
according to a UN conference.
 Of the 68 multinationals that 
were polled on their investment 
projects, more than 10% answered 
they planned to invest in this sector 
in Russia between 2005 and 2009, 
which is more than other emerging 
markets such as Brazil or Turkey, 
compared to 7.4% of them polled 
in 2004. It is more than projected 
investments in France and Germany 
combined.
 All told, the Federation is poised 
to become the 6th most attractive 
destination in 2009 behind China, 
USA, India, Japan and Great Britain.
Top interesting R&D countries (in 
% of responses) in the 2005/2009 
period.
- China 61.8 %  
- France 8.8 %
- USA 41.2  
- Germany 4.4
- India 29.4  
- Singapore 5.9
- Japan 14.7  
- Brazil 1.5
- Great Britain  13.2  
- Romania 1.5
- Russia  10.3  
- Turkey 1.5
source :  UNCTAD

Bratislava : retailing will be 
active again in the capital’s 
hub.
 Eurovea International Trade 
Center, a new business district in 
downtown Bratislava, is taking 
shape along the Danube River 
and covers 15 hectares. It will be 
developed in two phases occupying 
more than 500,000 sq.m and will 
include stores, entertainment areas, 
ofþces, hotels and residential houses 
and, like Canary Wharf in London, it 
is built on a former dockland site.
 First phase, due to be completed 
by the second quarter of 2009, will 
cover 230,000 sq.m of space. Second 
phase, almost þnished, will include 
300,000 sq.m of ofþce and residential 
space. The developer is the Irish 
Ballymore Properties who invests 
û 500 million in this project and 
works on 28 operations in Europe, 
including Budapest and Prague. It 
will retain Eurovea ownership once 
the project is completed except the 
residential part, which will be sold. 
 The healthy growth of Slovakia 
makes it an attractive destination for 
investments. Its GDP is to increase 
by 4.9% this year and by 5.2% in 
2006, according to Eurostat, versus 
respectively 4.4% and 4.5% in Poland 
and 4% and 4.2% in the Czech 
republic during the same periods. In 
2004, Foreign Direct Investments in 
Slovakia decreased by 27% to û 746.2 
million from 2003. As the project will 
create 3,250 jobs it is good news for 
this country of 5.4 million inhabitants 
whose unemployment rate stands at 
15.2% in 2005 from 18.7% in 2004. It 
is the second highest rate in Europe 
behind Poland (17.6%).
 Pribina Galleria enclosed mall is 
the heart of the projectõs þrst phase 
and will include shops, restaurants 
on three levels, an 8 theatre-IMAX 
multiplex, a þtness center and a 
nightclub.
 Since the Republic has become a 
member of E.U, a growing number 
of foreign retailers are entering it. 
The government has been actively 
trying to attract investors over the 
past years and offers some incentives 
such as a ÿat tax of 19% covering the 
amount of social-security charges an 
employer must pay.
Source : The Wall Street Journal Europe

Migros facing the recent 
challenge led by hard discount 
stores.
 Switzerlandõs largest food retailer 
occupies a strong domestic position 
as it holds a 36.8% market share with 
more than 600 stores in a modest-
sized country. Last year, its ten regio-
nal cooperatives earned û 350 mil-
lion on sales of 13.1 billion. However 
its dominance is purely local, as it 
has practically no presence outside 
Switzerland except 3 stores in South 
Germany and 2 in France. It tried to 
expand abroad while buying Aus-
trian Konzum supermarkets in 1993 
but the operation revealed to be a 
disaster. Consequently, being mainly 
a Swiss retailer, Migros realized that 
exporting its formula could be more 
difþcult than improving its opera-
tions on its own market.
 The Swiss market could have rea-
ched a saturation point and, without 
any precise management, Migros 
could face cannibalization concerns. 
However, a new sales increase by 
2.4% was registered in 2004 as in 
2003. As for 2005, a new growth of 
0.7% is expected while its Swiss com-
petitors will decrease by nearly 3%. 
It means that in spite of its massive 
dominance of the market, Migros 
continues increasing its market 
share. However, with a small popu-
lation of 7 million inhabitants and 
considering the modest size of the 
market, it is difþcult for Migros not 
to face hard discount stores.
 Its supermarkets generally meet 
competition from the Coop, another 
institution meeting hard times over 
the last two years. But the new threat 
is coming from hard discount stores. 
Aldi is entering the country with 
4 stores and expects to add nearly 
twenty of them over the next 2 to 
3 years. On its side, Lidl unveiled 
its arrival but nothing yet has 
materialized. To counter attack Aldiõs 
arrival on its own territory, Migros 
just announced it will open nearly 
twenty stores in South Germany and 
it would probably enter Northern 
Italy within one year.
 Migros subsidiaries include 
Interio home furnishing stores, 12 
Globus luxury department stores, 
Herren Globus menõs wear, music/
books/video and software Ex Libris 
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stores and more than 600 Globus 
supermarkets.

Swiss market in 2004 : market 
share according to sales.

signs %
Migros 36.8
Coop 35.8
Denner+Pic Pay 10.1
Divers 9.5
Primo Visavis 4.3
Volg 3.5

* excl. .department stores. and Tessin

UNITED KINGDOM

Shoplifting is surging and cost 
£ 21 billion (û 30.4 billion) in 
2004.
 Surge in shoplifting, fraud and 
other thefts cost British retailers 
Ã 21 billion last year and followed 
the same growing curb as violence 
and intimidation against staff at a 
worrying pace. 
 In its annual survey on criminality, 
the British Retail Consortium (BRC) 
estimates that impact of crime and 
cost of measures to þght it rose 9% 
versus one year earlier while losses 
generated by the phenomenon grew 
by 44% to Ã 589 million (around û 
850 million).
 Incidents of known thefts by 
customers have also increased by 34 
per retail store according to BRC in 
spite of Ã 710 million (û 1.5 billion) 
invested in protect measures in 2004. 
Staff was also a source of thefts that 
totalized almost Ã 500 million (û 720 
million) last year, a 77% increase 
against 2003.
 However the greatest trend was 
the upswing violence against staff.

Tesco recently opened a new 
format, its first non-food store 
under the Home Plus banner.
 This unit, opened September 26 in 
a retail park located in Denton, east 
from Manchester, covers 2,800 sq.m 
of space and 2 levels. Its offering 
includes home ware, clothing in 
two-thirds of the 1st level, health 
and beauty products, electricals, 
electronics, jewels, toys, wine and 
seasonal items for Christmas and 
Halloween holidays, etcé 
 This way, the British largest 
retailerõs store seems to be a response 
to the Asda Living opened in 2004. 
Next unit will be located in Telford, 
Shropshire. 

Sainsbury announced its best 
sales growth in three years 
in the quarter driven by 
advertising and price cuts.
 Third British supermarket chain 
total sales grew by 6.6% in the 
quarter ended October 8. Same-store 
sales were up 4.1%. Excluding gas, it 
hits 2.8%
 For three years, Sainsbury is 
leading a restructuring plan to gain 
a market share over its competitors 
Tesco and Asda. This old retailer, 
founded in 1869, has launched a new 
strategy and modiþed its advertising 
as it aims to generate û 3.6 billion in 
sales by March 2008é

Marks & Spencer posts first 
quarterly sales increase in 
almost two years.
 In the second quarter to October 
1, British ap-
parel chain 
unveiled that 
total sales 
increased by 
3.3%. Food 
sales grew 
by 6.3% and 
same-s tore 
sales by 2.7%. 
Clothing was 
up by 0.2%. 
 Total same-store sales grew by 
1.3% compared to a 5.4% decline 
in the 1st quarter thanks to a tighter 
stock control and a positive reaction 
of customers to new ranges.
 According to analysts, proþts 
before tax in the half should be 
between Ã 240 (û 348 million) and Ã 
307 million (û 445 million) in a still 
difþcult environment. Consequently, 
the important Christmas period will 
be crucial.

Kesa Electricals : profit before 
tax decreased by 38.1% in the 
first half 2005 ended July 31.
 Proþt before tax of Europeõs 
largest electronic retailer (Darty and 
But in France, Comet in U.K) was 
down 38.1% to Ã 23.1 million (û 33 
million) on sales up 4.2% to Ã 1.7 
billion (û 2.46 billion).  Group retail 
proþt for six months declined 27.3% 
to Ã 36.3 million (û 52.60 million) 
in a difþcult retail environment 
particularly in the U.K. Sales have 
been driven by a strong demand 
for new technology products while 

sales of white goods remained week, 
comments Jean-No±l Labroue, Chief 
Executive.
 In France, Dartyõs overall market 
share increased and But action 
plan, put in place early this year, is 
delivering encouraging results, as 
total sales grew strong by 9.5% in 
local currency.
 Net capital expenditure increased 
by 37.6% to Ã 50.5 million (û 73 
million) and will further grow to 
Ã 100 million in the whole year 
reÿecting the continued investment 
for future growth. In spite of the 
proþt before tax decline, operating 
cash ÿow was strong with Ã 58.6 
million reÿecting improvements in 
stock management. Net debt was Ã 
286.4 million in the þrst six months 
compared to 210.7 million at yearõs 
end.

NORTH AMERICA 

UNITED STATES

Mergers and acquisitions 
increased by 1.2% in 2005 and 
deal prices have more than 
doubled versus 2004.
 At the end of Q 3, there were 
1,868 acquisitions and/or mergers 
in consumer goods, apparel and 
other retail segments according 
to Mergerstat research þrm. They 
amounted to $ 147.9 billion from 72 
billion in the same period one year 
earlier. Largest number has been at 
retail, which registered 1,158 deals 
at the end of Q3 compared to 1,111. 
In the clothing sector, there were 189 
versus 179.
 In the consumer goods sector, 
the deal number was lower than 
last yearõs pace : 521 compared to 
555 in 2004. However their amount 
has reached $ 66.2 billion by the 
end of the quarter against 48 billion 
one year earlier and þgures were 
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H1 results in local currency to July 31, 2005.
H1 turnover

(million)
change operating 

income
change

Darty û 1,008.3 3.2% û 52.5 (6.6%)
Comet Ã 623.7 (2.2%) (3.3) -
But û 379.5 9.5% 23.5 (0.4%)
Other* û 238.7 10.5% (8.7) -
Central - - (9.4) (5.6)
Total - -2.6% - (28.7%)-

Source : Kesa * includes B, New Vanden Borre, Datart, Darty Italy 
and Darty Switzerland



approaching 8.5 billion from 6.5 
billion in the apparel sector.
 Most important operations 
include May Department Stores 
acquisition by Federated Department 
Stores for $ 11.6 billion, Toys R Us by 
a private equity fund for 5.9 billion 
and Neiman Marcus by Warburg 
Pincus and Texas Paciþc Group for 
5.1 billion.

Customers spend more money 
but less time in shopping 
centers.
 While shoppers visit shopping 
centers less often, they spend more 
money per trip. According to a recent 
survey by International Council 
of Shopping Centers, in 2004 there 
were 2.9 visits a month or 35 each 
year compared to 3.4 visits a month 
in 1998/99, a record in the research 
story.
 Shoppers spent $ 86.30 per visit in 
2004 or the highest amount compared 
to $ 83.30 in 2003. Teenagers visit the 
mall more often than anyone else, 4 
times a month, and stay longer there. 
However, men visit it more often 
than women but women stay longer.
 According to the same survey, 
Latino customers spend the 
longest time and the most money 
in department stores, shops and 
restaurants. In addition, contrary to 
some ideas, þgures have proved that 
buyers spent the most in department 
stores and shops, department stores 
being very popular among 45 to 64-
year old shoppers. 16% of the mall 
visitors frequent cinemas rather than 
shops.
 According to some experts, 
department stores will be divided 
in two categories : large national 
chains including Macyõs, Sears 
and J.C.Penney and upscale chains 
including Nordstrom, Neiman 
Marcus and may be even Saks Fifth 
Avenue.

Federated Department Stores 
facing a new difficult context.
 Federated lowered its sales 
growth forecasts for the November 
to January period to 1-2% from 3% 
initially forecasted. Proþts of the 
4th quarter are estimated at nearly 
$ 2.35 to 2.45 a share taking into 
account the fact that Federated and 
May together own 100 million more 
shares than Federated alone. It is 

true that Federated initial forecast 
excluded the May acquisition and 
the sale of the two companies credit 
card businesses.
 Federated sales remained below 
analyst expectations in August and 
did worse than its own forecasts in 
September. Macyõs and Bloomingdale 
sales grew by 1.3% in September 
compared to one year earlier, lower 
than the 2 to 3% initially forecasted.
 The Group faced lagging sales 
in September in the furniture 
and home furnishing sector, the 
expensive acquisition of May 
Department Stores ($ 11.9 billion) 
plus hurricanes, a bad weather, 
higher price of gas and struggling 
consumers. In addition, it is clear 
that it is undergoing main changes 
while acquiring May Department 
Stores, the former owner of Marshall 
Field, Lord & Taylor, L.S. Ayres and 
other mid-level department stores.
 On its side, Saks, owner of 
Carson Pirie Scott, unveiled a 4.3% 
increase in year-over-year sales in 
its mid-level department stores. But 
it is an easy comparison as they fell 
10.9% in September 2003. Proþts 
fell 15.2% to $ 265.5 million partly 
because Saks sold its Profþtt and 
McRae stores to Belk. Its remaining 
department stores are relying on 
rebates and promotions to attract 
consumers. New Orleans unit was 
substantially damaged.
 At Nordstrom, sales grew by 
4.1% in September versus one year 
earlier while luxury retailer Neiman 
Marcus grew by 9.6%. Early October, 
Neiman Marcus became a privately 
held company following its purchase 
by two private equity þrms Texas 
Paciþc Group and Warburg Pincus 
for $ 5.1 billion. In the exercise to 
July 31, net proþt was up 31% to $ 
248.8 million on sales of 3.82 billion, 
up 8.4%.

Wal-Mart unveils its program 
for 2006 : 550 to 600 new 
stores!
 This program includes 270 to 
280 supercenters (hypermarkets), 20 
to 30 discount stores, smaller units 
than supercenters without a full 
line grocery department, 30 to 40 
Samõs Club warehouse stores, 15 to 
20 small Neighborhood Markets. Of 
this total, 215 stores will be relocated 
or expanded including some 160 

smaller discount stores converted 
into supercenters as supercenters 
are its main proþt vehicle and now 
exceed discount store number.
 It will also build 2 distribution 
centers for general merchandise and 
3 for food adding this way more than 
500,000 sq.m of space.
 Wal-Mart faces a growing 
opposition to its fast expansion from 
environmentalists, labor groups 
and others who declare that its big-
box stores push competitors out 
of business. Communities across 
the country lead þerce campaigns 
to block it. To try to counter these 
efforts, the giant started to build 
more environmentally friendly stores 
and modiþed its payment structure.

ASIA

CapitaLand is a developer of 
shopping malls in Asia. Many 
of them anchored by Wal-Mart.
 CapitaLand, one of the largest 
developers in the Paciþc Rim, is 
to build approximately twenty 
shopping centers with Wal-Mart 
stores over 2006 in China. Fifty 
stores are planned across the country 
by 2010. Now, Merrill Lynch has 
estimated that if the American giant 
expands as planned, CapitaLand, 
that has bought rights to build 70% 
of future Wal-Mart stores in this 
continent, could have there 150 
shopping malls by 2010, a strategy 
that the developer wants to duplicate 
all over Asia, from India to Japan. 
 CapitaLand was born late 2000 
of a merger between two Singapore 
government-linked property þrms, 
Pidemco Land and DBS Land. It is 
44.5% owned by Temasek Holding, 
Singaporeõs largest investment þrm. 
By end of the Nineties, following 
the þnancial crisis that affected 
Asia, some assets were sold. When 
property prices had stabilized earlier 
this decade, CapitaLand sold its non 
core assets and grouped main part 
of the remaining holdings into real 
estate investment trusts and began 
expanding outside its geographic 
basis in Australia, Hong Kong and 
Japan. As for now its strategy is 
paying off. In fact, while Singapore 
real estate developer margins range 
on average from 5 to 7%, CapitaLand 
earns 25 to 30% on its housing deals 
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in China. Its proþts have tripled to $ 
187 million in 2004 and, according 
to Citigroup, they may grow to 408 
million on $ 2.1 billion in sales this 
year.
 On the whole, CapitaLand is an 
investor, a developer, operator and 
manager of property funds. Almost 
70% of its sales and proþts come 
mainly from housing across China 
and Australia. China alone accounts 
for 30% of its proþts and Australia 
for 23%. In addition to housing and 
its ties with Wal-Mart (CapitaLand 
has built the Chongqing center in 
which Wal-Mart opened its þrst 
supercenter in June), CapitaLand 
operates two malls in Beijing 
with Hualian Group, Chinaõs 
third largest retailer, and signed 
agreements with it to build six more 
malls over the next two years. In 
Thailand, it has joined Bangkokõs 
richest man, the whiskey seller 
Charoen Sirivadhanabhakdi in a 40-
60% joint venture in order to build 
luxury condominium. He began 
investing in Japan in order to enjoy 
the real estate recovery. He also 
owns two property funds investing 
in shopping malls and residential 
assets that are worth $ 170 million.
Source : Business Week

JAPAN

Fast Retailing expands over-
seas.
 The retailer of basic apparel 
items at low prices in Uniqlo 
stores stumbled as it entered too 
rapidly U.K in 2001. It quickly 
opened 21 stores and today only 
six are left. Early September, Fast 
Retailing, whose customers range 
from babies to seniors, has entered 
several markets in the same time 
: in September, it opened its þrst 
American outlets and built small 
store networks in China and South 
Korea. Totally, it operated 21 outlets 
overseas early October and plans 
to become more aggressive in its 
acquisitions as in Japan. 
 In Japan, Fast Retailing built an 
empire of 680 Uniqlo stores offering 
clothing merchandise at prices well 
below its competitors. In the exercise 
ended August 31 2001, its reported 
record sales of Y 418.5 billion. But as 
consumers became tired of its price-
cut image, sales fell in 2002. As for 

2005, it expects sales of Y 381 billion 
and net proþt of 33.9 billion.
 Its founder Tadashi Yanai is 
currently overhauling its activity 
and wants to invest Y 300 to 400 
billion in mergers and acquisitions 
over the next three years in order 
to grow sales to Y 1.12 trillion by 
2010. It will target domestic as well 
as foreign þrms through its global 
expansion potential and capacity to 
generate an excess of Y 100 billion in 
sales. 
 Early September, Fast Retailing 
opened the þrst unit of a new chain 
òBody by Uniqloó, specialized 
in womenõs underwear. It also 
introduced more fashion items into 
its shelves this fall and plans to 
begin opening new larger units of 
3,300 sq.m compared to 600-800 sq.m 
currently.

SOUTH KOREA

Invasion of franchised coffee 
stores.
 As U.S based Starbucks entered 
the Korean espresso market and 
franchise, it was followed by many 
foreign þrms. The franchise number 
was multiplied by 3 to 6 in four years 
and it is still growing.
 The espresso market has become 
a market with sales in excess of 
US$ 200 million operated by local 
partners such as Rosebud, Whoever, 
Hollyõs Coffeeé and foreigners 
in partnership with local groups : 
SPC for Pascucci, Starbucks Korea 
signed an agreement with Shinsegae, 
Nescaf® with Doosané They target 
business districts in which they open 
stores or simple take-away coffee 
corners.
 This market is very proþtable 
with sales growing by more than 
80% in the þrst six months of 2005 
for Java Coffee, 54% for Coffee 
Bean, 45% for Starbucks, 20% for 
Pascuccié
 Korean consumers appreciate 
the concept, which answers to their 
demand for new and foreign products 
and does not seem to be deterred by 
price increase at Starbucks (as high 
as 22%). Espresso consumption is 
now extending to teenagers, couples 
and older peopleé
Source : Objectif Corée

Toys R Us and Carrefour will be 
anchors of shopping centers in 
Thailand.
 Worldõs largest toy retailer is 
teaming up with the French Carrefour 
to open ten stores over 2008. 
Investment will be approximately $ 
12 to 15 million in the country. The 
toy giant plans to establish 50 Toys 
R Us in Asia declared Pieter Schats, 
CEO of Toys ôõRõõ Us Asia Limited. 
First outlet is planned in Central 
City Bang Na before the end of this 
year and will occupy 1,978 sq.m of 
space and the next one 1,124 sq.m 
in Carrefour Ram IV gallery. In 
addition, convenience stores of 600 
to 800 sq.m will be set at major cities 
mainly in urban shopping centers 
and Carrefour shopping galleries.

MIDDLE EAST

Malls still en full expansion 
in GCC Gulf Cooperation 
Countries.
 By yearõs end, 4.9 million of new 
ÿoor space will be built in the GCC 
(Bahrain, Kuwait, Qatar, Oman and 
Saudi Arabia) and further 900,000 
sq.m will added in the Levant. 
Over the next þve years, Retail 
International forecasts that 14 other 
million sq.m will be built in this 
region.
 Annual gross revenue generated 
by these malls is estimated at $ 30 
billion, which represents nearly 
5.5% of the combined GDP of GCC 
countries. Total volume of retail 
sales is about $ 55 billion, a þgure 
that is much below countries such as 
Russia, India or China that generate 
respectively $ 200, 300 and 675 
billion.
 Middle East remains a rather 
small region compared with China 
and India potential but these 
markets should not overshadow the 
smaller markets. In order to counter 
the situation, Retail International 
suggests that developers and 
retailers formulate an offer of 
superior quality and explains that 
copying western stores could not 
be reliable to increase oneõs market 
share.Â
Source : Middle East Council of Shopping 
Centres
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