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+0.9%
GDP GROWTH IN 2023

(BNP Paribas estimate - April 2023)

+4.8%
INFLATION IN 2023

(BNP Paribas estimate - April 2023)

0] 2023 ADECEPTIVE INVESTMENT MARKET WITH MAJOR DEALS EMERGING

2023: A PIVOTAL YEAR

After  the  economic  downturn
throughout 2022, there is room for
optimism in  2023. Despite the
invasion of Ukraine and continuously
rising prices in 2022, the French
economy is resilient and shows
subdued but positive growth. After
+2.6% in 2022, GDP may come in at
+0.5% in 2023.

Nevertheless, inflation remains very
high and reached its peak since the
beginning of the crisis in February, at
+6.3% vy/y. Gradual disinflation is
expected over the year, but higher
prices are  squeezing  French
purchasing power and consumption,
both of which fell in 2022. This is
keeping household confidence at
historic lows.

Nevertheless, the strong job market
(with unemployment at 7.0% in Q4

2022) is supporting the economy,
resulting in purchasing managers'
indices remaining at neutral levels
despite the uncertainties.

Inflation in Europe stood at +6.9% in
March, and has fallen for 5
consecutive months. Its drivers have
meanwhile changed, as energy now
stands at -0.9% y/y. Disinflation will
be slowed by core inflation (+5.7%)
and food prices (+15.4%).

The European Central Bank is still
raising interest rates to tackle this
stubborn inflation. Between July 2022
and March 2023, the refinancing rate
was hiked by 350 basis points to 3.5%
in April. Depending on how inflation
develops in the coming months, it
could be raised by a further 25 to 50
basis points in Q2 2023.

+(.1%
HOUSEHOLD CONSUMPTION IN 2023

(BNP Paribas estimate - April 2023)

INCREASE IN THE COMMERCIAL RENT INDEX

These days, a high proportion of  centre units are indexed to the CRI.

+9,6%
2023 COMMERCIAL RENT INDEX

(BNP Paribas estimate - April 2023)
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commercial rents are indexed to the
Cost of Construction Index or the
Commercial Rent Index. City-centre
stores are generally indexed to the
CCl. This surged in 2022, largely
driven by rising commodity prices
and shortages due to the conflict in
Ukraine.

Like the CPI, 2021 marked the start of
a rise in the CCl, which continued to
climb throughout 2022 but is
expected to fall back this year.

The rents of almost all shopping
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This gradually started to rise again in
2017, and continued to do so in 2018
and 2019.

However, the recessionary shock in
France (with both GDP and retail
sales falling) led to a drop in this
index in 2020.

There was a strong rally in 2021 and
2022, prompting the government to
cap rent indexation to the CRI at
+3.5% for SMEs between Q2 2022 and
Q1 2023, vs the 6.3% CRI for large
retailers in Q1.
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INFLATION WEIGHING ON
HOUSEHOLD CONFIDENCE

After over a year in the doldrums, the two leading
household and business surveys recovered in Q2 2021, once
the vaccination campaign intensified and economic activity
picked up, but plummeted again with the outbreak of the
conflict in Ukraine.

Rising inflation, the risk of loss of purchasing power (down
in 2022), and concerns about the war brought household
confidence to its lowest ever level, standing at 81 in Q3
2022 after four consecutive quarters of decline, and 82 in
Q4 2022.

The lack of good news and the tense social climate have
prevented it from recovering so far this year. The index lost
13 points over the year to Q1 2023.

OVERALL RISE IN CONSUMER GOODS
PRICES

Average inflation rose throughout the year to reach an
annual average of +16.2% for all products combined (food
and small items) in March 2023, and +18% cumulatively
over two years. It climbed +1.8% in March 2023.

The increase in convenience stores has been 17.3% since
March 2022. Drive-through prices have risen by 16.8%.
Hypermarket and supermarket prices are up 16.2% and
15.8% year-on-year.

The biggest price increases over the year have been for
budget products (+21.1% in one year), ahead of private
labels (+19.3%) and national brands (+14.7%).

GROWTH IN E-COMMERCE DESPITE
INFLATION

In Q4 2022, Fevad reported e-commerce growth of +15.8%
compared to the same period in 2021.

Sales continued to grow by a record € 42.8bn in Q4 to reach
a cumulative €146.9bn for the full year 2022. This
represents an increase of 13.8% on 2021 sales. The average
basket also rose over the year to €65.

The increase in service sales continued, +36% year-on-year,
notably driven by online sales in the tourism, transport and
leisure sectors. Sales of goods are down 7% year-on-year,
but still up 33% compared to before COVID.

The potential of e-commerce was boosted by the health
crisis and accounted for 12.5% of retail goods sales in 2022.
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RETAIL MARKET IN FRANCE

Household confidence
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SLIGHT RECOVERY IN RETAIL SALES

Retail sales rose by 9.1% year-on-year in Q4 2022, vs 10.9%
in Q1 2022, dampened by the national and international
context.

French consumption fell in 2022 due to rising prices and
declining purchasing power, as well as economic
uncertainty. It may hold steady in 2023 before recovering
next year.

Rising prices will continue to squeeze the purchasing power
and consumption of the French. Household confidence
therefore remains historically low.

SALES GENERALLY ON THE RISE

As in previous quarters, sales rose across all retail sectors
in Q4. Overall retail sales increased by 9.1% year-on-year.

The restaurant sector grew by over 46%, rebounding from
those quarters in 2020 and 2021 that were disrupted by
COvID-19.

The same was true for the perfumes and cosmetics sector,
up 21.6%, and clothing, up by more than 16% after months
of closures for so-called “non-essential” shops in France
that severely impacted sales figures over the previous
couple of years. Sales by sector in value terms are higher in
2022 than in 2019, with inflation accounting for part of the
increase.

PARIS PRIME RENTS REMAIN STABLE

Prime rents on three Parisian thoroughfares stabilised at
between €14,000 and €15,000/sgm in Q1 2023: the
Champs-Elysées, Avenue Montaigne and Rue Saint-Honoré.
They still have the highest prime rents of our sample,
driven up by luxury retailers.

The prime rent on the Champs-Elysées is €15,000/sgm.
Some significant units have been taken up, such as 52
Champs-Elysées, 73 Champs-Elysées, and 120 Champs-
Elysées. Some players are currently opting for locations on
the even-numbered side of the Avenue, which is sunnier but
historically less targeted than the odd-numbered side.

The prime section of the Champs-Elysées is still the top
end, from Place Charles de Gaulle to Avenue George V, but
there has been a shift further down as far as Avenue
Franklin D. Roosevelt.
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Retail sales
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THREE-MONTH ANTI-INFLATION INITIATIVE

The French are cutting back on their spending, with the consumer price index up 6.2% year-on-year and food prices up 14.5% over the
same period, according to the INSEE.

The Banque de France expects food inflation to peak “towards the end of H1" 2023.

The government reacted on March 15, 2023, by launching an anti-inflation initiative among leading supermarket players. This
follows price negotiations between supermarkets and producers, which have resulted in significant price increases on the shelves. In
exchange for taking part in this initiative, Bruno Le Maire, Minister for the Economy, Finance and Industrial and Digital Sovereignty,
wants to reopen these negotiations in May, so that retailers can benefit from the fall in raw material prices.

The initiative aims for "French people to have affordable prices for their everyday shopping", according to Olivia Grégoire, Deputy
Minister for SMEs, Trade, Crafts and Tourism, by restricting prices on selected products. A shared “trimestre anti-inflation” logo
indicates the products associated with the initiative across all the retailers.

The number and type of products are decided by the retailers, who are free to choose. Between 150 and 500 products are displayed
with prices held for 3 months or for an indefinite period. These are mainly sanitary and food products. There has been criticism of
some retailers who have hiked their prices before blocking them, or promote their private labels, or fail to offer a balanced product
selection.

E.Leclerc was initially unwilling to take part, as it already offers low prices. It is now joining the inflation-fighting initiative with its
Eco+ products.

Source : BNPPRE, INSEE, press

INCREASED FOOTFALL ON THOROUGHFARES SURVEYED*

Average March Average March
Streets (number) 2022 - March 2021 - March
2023 2022

Average March 2022 -
March 2023 change vs
Pre-Covid Average

Year-on-year

change

Haussmann (64) 2,540,000 1,730,000 +47% ﬂ
Champs Elysées (88) 1,070,000 804,000 +33% ﬂ
St-Honoré (235) 783,000 585,000 +34% ﬂ
Right Bank Rivoli (98) 704,000 637,000 +11% m
Montaigne (45) 226,000 175,000 +29% M
Francs-Bourgeois (10) 552,000 499,000 +11% ﬂ
Opéra (36) 633,000 580,000 +9% m
Rennes (52) 607,000 487,000 +25% M
Left Bank
Sevres (14) 548,000 502,000 +9% M
y Average March Average March Year-on-year Average March 2022 -
Cities Streets (number) 2022 - March 2021 - March change March 2.023 change vs
2023 2022 Pre-Covid Average
Bordeaux Ste-Catherine (11) 2,660,000 2,090,000 +27% _ﬂ
Montpellier La Loge (25) 1,720,000 1,370,000 +26% M
Toulouse Alsace-Lorraine (30) 1,070,000 730,000 +47% M
Nice Jean Médecin (46) 1,160,000 1,040,000 +12% M
Lyon République (42) 839,000 718,000 +17% m
Marseille St-Ferréol (57) 995,000 707,000 +41% ﬂ
Nantes Crébillon (14) 718,000 645,000 +11% M
Lille Béthune (31) 842,000 683,000 +23% ﬂ
Cannes Antibes (49) 746,000 655,000 +14% ﬂ

Source : Mytraffic * the indicator does not show footfall along the full street but passing a fixed address
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Q1 2023 WEAKER THAN Q1 2022

Retail investment continues to grow, illustrating its
appeal: € 1.3bn was invested in retail in France in Q1
2023, above the ten-year average for the category
(€0.8bn). The sector was driven by major deals, with
transactions over €200m accounting for two thirds of
investment.

The market was mainly driven by French players, such
as Kering, Mata Capital and BNP PARIBAS REIM, with its
acquisition of the L'lle Roche retail park. Swedish
investors represented 40% of investment in retail in Q1
2023. However, this figure is misleading as it concerns a
single transaction: the acquisition of the Italie 2
shopping centre and the Italik extension by Ingka
Centres, the Ikea group's property company.

Q1 2023 stood out for the finalisation of major occupier
sales, accounting for almost €800m not included in
these figures (such as Kering's acquisition of 12-14
Castiglione).

STRIKING DEALS ACROSS ALL ASSET
CATEGORIES

Investors were attracted to all types of retail asset in Q1
2023:

- Shopping centres led the way thanks to the sale of
Italie 2 and the Italik extension for €520m.

- The main high street deal was the sale of 35 Avenue
Montaigne to Kering for €230m (only the part leased to
Valentino is counted)

- A noteworthy out-of-town deal was the sale of the
Marques Avenue portfolio to Mata Capital for €200m.
This consisted of 5 properties, 4 of which are in the Paris
region.

PRIME YIELD EXPANSION

Following the trend of previous quarters, the French 10-
year OAT, estimated at 2.8% in Q1 2023, exerted great
upward pressure on the risk premium for property
assets. Prime yields are therefore increasing.

Prime yields for retail have been rising since the health
crisis. The prime yield for street-level premises has
expanded by 25bp, from 3.50% to 3.75%, and could rise
again.

The prime yield for shopping centres stood at 5% on
April 1, 2023.

Retail parks remain very popular with investors, as are
suburban retail premises, with prime yields stabilising
at 5.25% for the best assets.
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Retailinvestment by quarter
In euro billion
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HEADQUARTER

50 cours de L'ile Seguin - CS 50280

92650 - Boulogne Billancourt
TéL : +33 (0)1 55 65 20 04

iLE-DE-FRANCE

AUBERVILLIERS
Parc des Portes de Paris
40 rue Victor Hugo
Bat 264 / 4eme étage
93300 Aubervilliers
Tél.: +33(0)149 937073

ERAGNY
Immeuble Tennessee
8 allée Rosa Luxembourg
BP 30272 Eragny
95615 Cergy Pontoise Cedex
TéL : +33 (0)1 34 30 86 46

REGIONS
AIX-EN-PROVENCE
Parc du Golf - Bat 33

350, rue Jean René Guillibert
Gauthier de la Lauziere
Les Milles
13290 Aix-en-Provence
Tél.: +33(0)442907272

ANNECY
PAE Des Glaisins
19, avenue du Pré-de-Challes
74940 Annecy-le-Vieux
Tél.: +33(0)4 50 64 12 12

BIARRITZ
26 Allée Marie Politzer
64200 Biarritz
TéL. : +33 (0)5 59 22 62

BORDEAUX
Immeuble Opus 33
61-64, quai de Paludate
33800 Bordeaux
TéL. : +33 (0)5 56 44 09 12

DIION
Immeuble Le Richelieu
10, boulevard Carnot
21000 Dijon
TéL. : +33(0)380 67 3

(JuLy 2022

GRENOBLE
285 rue Lavoisier
38330 Montbonnot
Tél.: +33 (0)4 76 8543 43

LILLE
100, Tour de Lille
Boulevard de Turin
59777 Euralille
TéL. : +33(0)2 20 06 99 00

LYON
Silex 1
15 rue des Cuirassiers
69003 Lyon
Tél.: +33 (0)4 78 63 62 61

MARSEILLE
44, boulevard de Dunkerque
€S11527—13235 Marseille
Cedex 2
TéL.: +33 (0)4 91 56 03 03

METZ
WTC-Technopdle de Metz
2, rue Augustin Fresnel
57082 Metz cedex 3
Tél. : +33(0)3 87 37 20 10

MONTPELLIER
Immeuble Le Triangle
26, allée Jules Milhau

€S 89501
34265 Montpellier Cedex 02
Tél.: +33 (0)4 67 92 43 60

MULHOUSE
Beverly Plaza
15, rue de Copenhague
67300 Schiltigheim
TéL : +33(0)3 89 33 40 50

NANCY
Immeuble Quai Ouest
35 avenue du XX&me Corps
54000 Nancy
TéL. : +33(0)383 958888

NANTES
14, mail Pablo Picasso
BP 61611
44016 Nantes Cedex 1
TéL. : +33(0)2 40 20 20 20

ATIONS

NICE
Immeuble Phoenix - Arénas
455, promenade des Anglais
06285 Nice Cedex 3
TéL : +33 (0)4 931808 88

ORLEANS
16, rue de la république
45000 Orléans
TéL : +33 (0)2 38 6209 91

RENNES
Centre d'affaires Athéas
11, rue Louis Kerautret-Botmel
35000 Rennes
TéL : +33(0)2 99 22 85 55

ROUEN
Immeuble Europa
101 Boulevard de l'Europe
76100 Rouen
TéL : +33(0)2 357215 50

STRASBOURG
Beverly Plaza
15 rue de Copenhague
67300 Schiltigheim
TEL : +33(0)388 22 19 44

TOULOUSE
Immeuble Elipsys
8/10 rue des 36 Ponts
CS 84216
31432 Toulouse Cedex
TéL : +33(0)5 61 23 56 56

TOURS
29, rue de la Milletiere
37100 Tours
TéL. : +33(0)2 47 447058

CONTACT

RESEARCH FRANCE

Guillaume JOLY
Head of Research France
guillaume joly@realestate.bnpparibas

Johann LEGRAND
Retail Analyst
johann.legrand@realestate.bnpparibas

BUSINESS LINES

Cyril ZAPRILLA
Capital Markets & Leasing Director - Retail France
Transaction
TéL: +33(0)147 59 2391
Cyril.zaprilla@bnpparibas.com

Vincent VERDENNE
Business Development Director
Valuation
Tél: +33(0)147 592011
Vincent.verdenne@bnpparibas.com

Grégoire TRIPON
Business Director
Property Management France
TéL: +33(0)1 47 59 23 61
Gregoire.tripon@bnpparibas.com
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