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ping strips, despite veering towards indoor
centres prior to the global financial crisis.

“Some of the brands that were in the previ-
ous economic cycle have realised that shop-
ping centres aren’t actually the place they want
to be. The ‘boutiquey’ retailers that are more
‘destinational” are having a renewed interest
in strips as the occupancy costs are less. They
are congregating with the other ones that are
the fringe,” says Fonteyn.

He has found independent brands and bou-
tiques are looking to go back to their roots in
locations such as Queen Street and Oxford
Street in Sydney, Chapel Street in Melbourne,
Queen Street Mall in Brisbane, Rundle Mall
in Adelaide and Hay Street in Perth.

“Youve got fashion retailers who are basi-
cally saying we have changed our model — our
model is less geared towards footsteps now and
more geared towards the experience. It is more
internet-based, so they don't really need to be in
a major centre,” he says. This revival also has to
do with price and many boutiques are interested
in street shops so they can have more space for
bespoke tailoring or bespoke apparel areas.

“They need a high percentage of their
areas for order and fulfilment and obvi-
ously when you are talking huge dollars
per square metre in a major shopping cen-
tre they can’t really afford to do that. For
a bigger space on Oxford Street they can
afford to dedicate 25 to 30 per cent of their
space towards bespoke,” he says.

Eye on price

While interest in rollout and flagship oppor-
tunities is high, retailers are tightly analysing
lease costs before committing to new spaces.
Fonteyn says they are increasingly conscious
of ensuring a balance of lease cost to revenue
is struck.

“In the last cycle there was a trend to just
take anything and as a result a number of re-
tailers experienced excessive occupancy costs
against the ratio of total occupancy costs.
That is, rents, outgoings, promotion and per-
centage of total sales,” he says.

This has been further driven by banks,
which are hesitant to lend to business models
that don’t have a good rent to sales ratio.

In October 2009, the average rent cost in-
crease for existing tenants in fashion retail was
just over five per cent. This was across regional,
sub-regional and city-based shopping centres
in New South Wales, Queensland, Northern
Territory and ACT. This was less than food
retail at six per cent and less than the average
of eight per cent across all categories.

Fonteyn warns retailers to look for escala-
tions in lease price in contracts. He suggests
watching for fit out and refurbishment rules,
as well as the costs of interior change. Also,
he advises keeping a close eye on what’s hap-
pening with the Australian dollar against
other currencies.

“Have some contingency allowance for a
fall. Have credit available,” he says. W

CANELAND, MACKAY, QUEENSLAND

Caneland Central shopping centre is set for a major redevelopment,
commencing this month. The $210 million undertaking is a joint project
between asset manager Lend Lease and its owner, Australian Prime
Property Fund Retail. It is due for completion in 2011. The overhaul will
feature the region’s first Myer department store, which will be the only
Myer store between the Sunshine Coast and Cairns. It will also provide
an increased offer of around 100 new specialty and large format stores.
A new food court and parking will be created. It promises hest practice
in environmentally sustainable design and development.

Development manager Dan Hodgson says Caneland Central is one of
the best performing assets managed by Lend Lease, as well as the
strongest performing sub-regional asset in Queensland last year. The
specialty stores achieved a moving annual turnover of $11,200 per
square metre for January 2010, which is 44 per cent over the comparahle
Urhis Average. Similarly, the total centre productivity of $8,008 per
square metre was 30 per cent above the comparable average.

Hodgson says the Caneland Central total trade has an estimated resident
population of approximately 145,000, which will increase by 25 per cent to
182,540 by 2021 with annual growth of two per cent per annum.

“The market is growing much faster than the Australian population
average of 1.5 per cent. The retail spending market is estimated to be
around $1.7 billion and is expected to grow to $3.3 billion at an annual
growth rate of six per cent per annum by 2021,” he says.

Details on new brands heading into the centre are not yet available,
nor has development-related leasing officially commenced.




