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Technology in global retail –
challenges and opportunities for real estate

Executive Summary
• Advances in retail technology pose both challenges and opportunities for property
• Online retail to have biggest impact in UK, Sweden, Netherlands, Japan and big US cities
• Retail assets with multichannel offer, leisure facilities and convenient locations will do well
• Strong demand expected for modern logistics, including in China and the rest of Asia
• E-tail distribution facilities needed, particularly in UK, Germany, France and Sweden
• Online deliveries less prevalent in Spain, Italy, Hong Kong and Singapore

to be setting clear boundaries between ‘experiential’
shopping and ‘convenience’ shopping.

World of technological change

An increasing proportion of global consumers are doing
at least some of their shopping online – be it browsing,
buying or both – and they increasingly use portable or
handheld devices to do so. They use apps and social
media and are keen to experiment with new technologies
and gadgets, whilst also being cost-conscious. Experience,
ease and customisation are three vital elements for retail
of the present and the future.

Retail is a dynamic business – retailers and investors alike
can never stay complacent, but must adapt and respond
to the changing needs and demands of the consumer.
Significant advances in technology and the rise of the
middle class in many countries are leading to major
changes in shopping and lifestyle behaviours. This spells
broad-based structural change in retail, which seems
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Fig. 1: Broadband penetration and online share of retail sales
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Online sales as a % of total retail sales (RHS)

Source: Eurostat, IHS, Euromonitor, Cushman and Wakefield, 2012.
*Online sales figures for Spain and Italy are 2011 approximations.
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Online sales as a % of total retail sales
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Fig. 2: Preferences in online goods purchases
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Major drivers of change
Near-term challenge: the many faces of
online retail
We do not see e-tailing as a threat to property, but as a
necessary evolution of an additional purchasing channel.
Overall, it will reduce global net demand for physical
shops, but we think the impact will not be as dramatic as
many believe.
Traditional retailers selling easily digitised products such
as books, music or films were among the early losers of
these technological advances, resulting in some notable
bankruptcies. Online shopping with home delivery has
also had a significant impact on physical stores. However,
arguably much of that switch has already taken place,
at least in countries with high internet penetration.
In addition to the structural changes, the cyclical downturn
– caused by the global financial crisis and the ensuing
recession in many countries – was also an important
factor responsible for the retailer administrations and
bankruptcies of recent years.

“Two-thirds of UK online sales feature
a store at some point along the
customer journey.”
online delivery and also the convenience of choosing
when and where to collect. For retailers, it has the
advantage of being more ‘shop-neutral’ than homedelivered online shopping, with collections often taking
place in stores (though lockers and drive-in collection
hubs are also used). Indeed, two-thirds of UK online
sales feature a store at some point along the journey to
the customer1. This trend is changing the desired format
of shopping places as well as creating opportunities
for strategic partnerships between stores to serve as
collection hubs.
The popularity of Click & Collect in the UK – one of the first
adopters of this trend – has meant that online deliveries
directly to the consumer actually declined marginally over
the past five years, in contrast to the astounding growth
of e-tailing overall.
Fig. 3: Shift in UK online shopping delivery (2009-2014)
20.0

Now though, the world is on a stronger economic
footing, so, while some retailers will continue to fall
prey to the changing demands of consumers, we expect
that many of the closing shops will be replaced with new
ones, including new formats.
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One way that retailers can adapt to changing consumer
demands is by accentuating the ‘experience’ aspect of
shopping. Retailers can increase footfall by providing
leisure activities in-store – from simply serving coffee to
in-store events and even overnight camping.
Another main route is through offering convenience.
The latest, rapidly-growing trend is for ‘Click & Collect’
shopping, where products are ordered online and picked
up in person. For consumers, it offers lower costs than
1
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“Now, the world is on a stronger
economic footing, so, while some
retailers will continue to fall prey
to the changing consumer demands,
we expect that many of the closing
shops will be replaced with new ones,
including new formats.”
Landlords will need to consider new property formats,
such as showrooms, pop-up stores and Click & Collect
depots. While these new bricks and mortar requirements
may be a little different to traditional shops, demand for
them results from e-tailing and the wider multichannel
offer, rather than being challenged by it. In many cases
occupiers may want more flexible leases and, although
not widely used at the moment, some type of turnoverlinked rents.
3: Who will
will survive
survive the
theonline
onlinerevolution
revolution
Fig. 4:

Retailer characteristics

Examples

Goods which people like
to see/touch and which
are not easily digitised

Food/groceries; clothes;
big-ticket items

Competing on criteria
other than just price

Luxury stores;
independent retailers
with strong USP

Convenient location

Public transport links;
free and ample parking

Leisure/experience
offering

Eating and drinking
venues; cinema and
other leisure activities;
in-store events;
personalised service

Overall, we expect technology in the retail sphere to
intensify competition and polarisation. As a result, only
places that create a reason for consumers to visit them
can thrive. Investors need to bear this in mind when
considering their property portfolios and positioning
their retail assets.

Long-term challenge: 3D printing
One technology that has the potential to significantly
alter the way we think of manufacturing, retailing
and real estate is 3D printing (also known as ‘additive
manufacturing’ because it adds successive layers of
material under computer control to create the final shape).
The technology first emerged in the 1980s, but its
rise was at first hampered by technological and cost
constraints. The latest advances in this field, however,
have made it quicker, cheaper and more flexible.

We expect the short term impacts of 3D printing to be
limited, but looking a decade or more into the future,
we see it materially affecting the manufacturing, retail
and real estate worlds.
Manufacturers have already started using 3D printing
in various stages of the production process (for example
in the sports and healthcare industries) and certain
traditional production lines could become redundant
in the future. Retailers primarily use the technology to
enhance the in-store experience, by allowing people
to customise and 3D-print products. It is also used
to produce spare parts. Looking ahead, retailers can
leverage off this technology to provide fully customised
products in-store for consumers.
In real estate, that could lead to lower demand for
manufacturing space, but certain locations might
actually benefit by on-shoring – moving back industrial
processes to the home market. This trend, which has
already been observed in Europe and the US, reverses
some of the offshoring that occurred over the last
few decades.
If personal 3D printers gain widespread use, they could
eventually reduce the need for both retail and logistics
space as people would be able to print their purchased
items themselves, potentially at home, after buying them
online. This will result in the ‘digitisation’ of a number
of products. However, this scenario still seems a long
way off, and even if it does materialise, manufacturing
and retail physical space will still be required, albeit in
different forms.

“We expect the short term impacts
of 3D printing to be limited, but
looking a decade or more into the
future, we see it materially affecting
the manufacturing, retail and real
estate worlds.”
Finally, with actual houses having already been
3D-printed in Amsterdam, additive manufacturing
could play a significant role in the cost, speed and
flexibility of property design and construction. Some
more technology-savvy architects and developers have
already expressed interest in the idea.
Sceptics of the impacts of 3D printing cite the lower
quality of finishing, the reduced durability, the limitations
in materials that can be used and – most importantly –
the inability of 3D printers to mass produce. Although
these are genuine concerns, technology is evolving
extremely quickly.
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“With actual houses having already
been 3D-printed in Amsterdam,
additive manufacturing could play
a significant role in the costs, speed
and flexibility of property design
and construction.”

Adapting strategies for
forthcoming opportunities
Technology, and particularly online trade, will impact
retail and distribution around the globe, but the extent
to which it affects different markets varies. We have
identified six key factors that shape our strategic
recommendations for real estate in light of the changes
in retail.

Furthermore, history offers many examples of longterm technological impacts being underestimated. As
Bill Gates said in his 1996 autobiography: "We always
overestimate the change that will occur in the next two
years and underestimate the change that will occur in
the next ten. Don't let yourself be lulled into inaction."

On this basis we have split the markets into three groups,
based on the maturity of their retail and technology
spheres, and have assessed the expected opportunities
and challenges for each.

Fig. 5: How to pick the right retail assets

Key factors

Points to consider

Infrastructure

• PC/smartphone/online penetration
• Modern logistics stock and network
• Online payment security

Market
saturation

• The level of online retail maturity of a market
• The extent to which easily digitised sectors have already shifted online
• Relative physical retail space per capita

International
retailer presence

• The need and the propensity for multichannel investments (retail and logistics) and offer will be
affected by the relative presence of global retailers in a market

Demographics

• Young population growth and population density, especially combined with the transport
systems coverage and sophistication in a market
• Urban population growth

Regulation/Tax

• Proposals regarding internet sales tax, restrictions in foreign internet sales and other regulations

Culture

• Cultural acceptance of technology
• Propensity to visit shops

Fig. 6: Online retail favourability scoring

Infrastructure

Market
saturation

International
retailer presence Demographics

UK
Germany
France
Nordics, Netherlands
Spain, Italy
Australia
Japan, South Korea
Hong Kong, Singapore
China
US (urban)
US (non-urban)
Colour spectrum: green represents favourable environment for online retail growth, red represents unfavourable.
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Regulation

Culture

Fig. 7: Retail and technology maturity levels across the globe

Hong Kong

Retail mature and tech mature
Retail mature and tech emerging
Retail emerging and tech emerging
Unclassified

Singapore

Retail mature, tech mature – experience and convenience to drive demand
Countries
Broad characteristics
Fig.
3: Who will survive the online revolution
UK, US, Australia, Japan, South • Very high levels of technological acceptance and penetration
Korea and Northern Europe
• Well-connected and highly sophisticated logistics markets
• High credit/debit card use (except Germany)
In terms of technology usage and e-commerce, these
are the most advanced markets globally. The US has
the highest absolute total online sales, while the UK and
South Korea lead in terms of proportion of retail sales
carried out online.
Online sales are expected to increase in all these
countries. However, in many cases the pace of growth
will decelerate as the easily digitised sectors’ sales are
already dominated by the internet.

“Markets with less congested and
dense cities, where transportation
is cheaper and car usage easier
and retail space is ample – such
as Germany, France and some less
urban US cities – are likely to be more
resilient to this online evolution.”
Markets with densely populated cities (especially those
with high levels of congestion and difficulties in parking
as well as deficient or expensive transport systems),
with growing technology-savvy young populations, solid
infrastructure and an abundance of physical retail space
are the ones that most require multichannel strategies.
Prime examples would be areas around the major cities
in the UK, Sweden, the Netherlands, France, Japan and
some parts of the US, such as New York.
Markets with less congested and dense cities, where
transportation is cheaper and car usage easier and retail
space is ample – such as Germany, France and some less
urban US cities – are likely to be more resilient to this
online evolution. In these places, there is less incentive
for people to shop from home.

Gascoigne Road industrial unit, London, UK
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However, overly sparse areas – such as large parts of the
Nordics, Australia and the US – can have the opposite
effect. People may be more inclined to use online services
when accessing physical retail stores is particularly
difficult and inconvenient due to the distances involved.
This said, delivery costs can be higher in these areas
and may be passed on to customers, so people may still
prefer to make long trips to visit retail destinations every
now and again, buying a range of items in one go.
On the ‘experiential’ side of retailing, we recommend
high street (downtown) or out-of-town retail assets that
are dominant in their catchment area and offer the
necessary technological and leisure amenities.
On the ‘convenience’ side, any inconvenient shopping
location will be affected heavily by the internet, so
retailers and landlords should emphasise access and
ease in shopping, as well as additional reasons for people
to visit, such as leisure activities and in-store offers.

Retail mature, tech emerging –
physical stores more resilient

in making online payments. There are certain areas
where oversupply of retail persists, particularly in Spain,
although both countries’ retail space per capita is below
the European average.
Additionally, the southern European countries have
the culture and weather conditions that support going
out and visiting the shops. This can play a deterring
factor in the likely future growth of e-commerce in these
locations and different cultural traditions. We would still
suggest investors focus on the more dominant schemes/
locations, although their popularity is not purely driven by
technological advances.
In Asia, the retail markets in Hong Kong and Singapore
are much more tourist-led. Retail space is not oversupplied
and is readily accessible to shoppers. As a result, the
impact of online shops to physical space is expected to
be relatively modest. These cities, alongside a number
of other Asian locations, are quite technology-savvy and
historically adaptive when it comes to retail, meaning that
multichannel retail is likely to grow there as well, albeit
slower than in other parts of the world.

Countries

Broad characteristics

Retail emerging, tech emerging –
one to watch

Spain, Italy,
Hong Kong
and Singapore

• Very established retail
markets
• Online sales have been
relatively slow to catch on
• Culture favours traditional
shopping channels

This category is mostly driven by emerging Asia and
largely China. Although China is not one of the most
advanced online retailing markets yet, given its immense
size it is already second globally in terms of absolute total
online sales and is growing exponentially.

Both Spain and Italy lag northern European peers
in terms of online and logistics infrastructure. People
there are also lower spenders on credit cards and
there is anecdotal evidence that they feel less safe

Compass Point shopping centre, Singapore
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China will no doubt be a global superpower in e-commerce
in the future. Indeed, Alibaba (China’s answer to e-bay)
is already arguably a superpower and looking to expand
globally. The country is one to watch, although it still has
a lot of development to undergo.

Investment implications
Technology is already changing retail, and will continue to
do so. The key is for investors to adapt to those changes
themselves and to target assets and occupiers which are
also able to change with the times.
On the occupier side, investors should focus more on
adaptive retailers that do not just perceive online as an
additional revenue stream, but embrace it as part of a
multichannel package in order to provide a complete offer
to their customers.
Retailers that value the leisure and experiential side of
retail – including investing in R&D, experimenting with
3D printing, adapting their marketing strategies on online
channels, or even collaborating with start-ups – should be
sought after. Retailers that are prone to being replaced by
technological innovations in the future and those that fail
to adapt to the changing shopping habits are most likely
to suffer.

“Space configuration to suit
‘showrooming’, mobile applications,
free WiFi services, or even the use
of more advanced technologies such
as iBeacons and geocoding can
help assets thrive in the modern
retail landscape.”
Investors, for their part, can play a significant role as well,
by collaborating with their occupiers in order to enhance
their assets’ capacity to support multichannel use. Space
configuration to suit ‘showrooming’, mobile applications,
free WiFi services, or even the use of more advanced
technologies such as iBeacons and geocoding can help
assets thrive in the modern retail landscape.

For assets which are not expected to benefit from the
retail landscape as it evolves, investors should consider
alternative uses. These range from change of use to other
property types (such as residential or leisure), to exploring
the potential of converting the asset to a collection hub
for Click & Collect purposes.

“In Europe we expect to see more
logistics units specialised in online
sales in countries where e-commerce
penetration is higher, such as the UK,
Germany, France and Sweden.”
Regionally, in Europe we expect to see more logistics units
specialised in online sales in countries where e-commerce
penetration is higher, such as the UK, Germany, France
and Sweden. See our recent paper, Opportunities in
European Logistics Sector for more detail.
In Asia Pacific, e-commerce driven third-party logistics
providers (3PLS) are and will remain major demand drivers.
Japan and Australia are leading the trend, with China and
South Korea catching up rapidly. Singapore and Hong
Kong are faring quite well too. The rise in e-commerce is
fuelling demand in modern logistics space in China – a
market largely characterised by a lack of suitable supply
(modern logistics space accounts for just 2% of total stock
according to DTZ) and where infrastructure (outside of
Tier One cities) is lacking as well.

“In Asia Pacific, e-commerce
driven third-party logistics
providers (3PLS) are and will
remain major demand drivers.”
Conclusion
As retail technology evolves there will, of course, be winners
and losers. The losers have been well-documented, with a
fair amount of traditional retail ‘bricks and mortar’ space
having suffered already.
However, we look to the opportunity, with physical space
working together with technologies and in many cases
expanding and benefitting from it. Retail which offers
convenience and/or experience is best placed to win over
consumers in the medium to long run.
Technology is constantly evolving. Retailers and investors
should make sure that complacency is replaced by agility.
They would be wise to follow progress with a keen eye and
think about how to future-proof their business and their
investments.

Merado Daikai shopping centre, Kobe, Japan
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