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Some shopping complexes may
have seen better days with an
oversupply of mall space, putting
pressure on the retail industry.
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‘THE opening of The Exchange TRX
in late November last year came
withr much fanfare.

te being mired with chal-
lenges sich as pegative press and
intense competition in the local
mzl.l landscape due o the seem-

ss supply of new floor
space, The Exchange TRX contin
uesto defy expectations by attract.
ing a significant number of visi-
ors.

The mall's immediate success
also came as a pleasant surprise
for its developer, Lendlease, as itis
becoming evident that the shop-
ping complex's popularity is not a
flash in the pan.

Th e TRX project direc-
tor and Lendlease Malaysia head
of retail Mitch

month since its opening late last

“Itwas not the case where things
were exceptionally busy in
December with the momentum
easing after that. The traffic we
saw in December was primarily
driven by curiosity with people
wanting to come and have a look
at the new mall. However, given
that we are entering the fourth
month since opening, the sus-
tained high footfall rate now sug-
gests habitual visits  among
patrons,” he says.

Dubbed as the new socil heart
of Kuala Lumpur, The Exchange
TR serves as the centrepiece mall
within the 17-acre le
Quarter. With
spanning 1.3 million sq ft of n
lettable area (NLA), this develnp—
ment represents a 60:40 joint ven-
ture between Lendlease and TRX
City Sdn Bhd, the master develop-
e of the intemational financial

tyle
o

1'he Exchange TRX's achlevsL
‘ment stands out as a rarity ami
the oversupply situation that 15
plaguing the local retail sector. It
was reported that between 2023
and 2026, there are a total of 5.47
million sq ft (equivalent to 407
nlymplc sized swimming pools) of
w malls expected to enter the
Klang Valley market.
rther, in a recent report,
pmpmy consultancy Knight
Frank noted three more shopping
centres/supporting retail compo-
ith a collective retail space
of about 1.7 million sq ft (equiva-
lent 10 126 olympicsized swim-
ming_pools) are icheduled for
completion or openi
ang Valley. s Include
the 118 Mall, Pavilion Damansara
Heights (Phase 2), and Elmina
Lnkesldz Mall.
iim & Co International Sdn
Bh: real estate agency chief exec-
utive officer (CEO) Siva Shanker
says the incoming floor space will
undoubtedly exacerbate an
already cnauengmg ‘market
amic. He adds given that the
supply sl outpaces the popu-

?

ness entirely or experience higher
vacancy rates.

 older malls may struggle to
retain tenants as businesses
migrate 10 newer developments,
resulting in these shopping com-
plexes_emptying out or repur-
posed into storage areas,” e tels
StarBizWeel

A case of one
too many malls

Despite talk of oversupply in the retail space,
" developers keep building more shopping
complexes. Can these projects thrive?

“The most important thm% for us in

acquiring new assets is
and long-term sustainability”
Sabrina Halim
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Retail/shopping complexes (Klang Valley)
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rs need to ensure that the mall's
design and offerings align with the
preferences of the community it
serves This approach fs vital for
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As 21323, the total of KL incoming retail supply stood at 5.1 million sq ft.
For Selangor, it stood at 3.6 million s f.
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ver the years, a number of
malls in the country have either
crashed and burned or have seen
better days with the likes of
Phoenix Mall, Sungei Wang Plaza,
Maju Junction Mall, Jaya Shopping
Centre, Danga City Mall and Lot 1

Waterfront City Mall.
Besides, most of the city centre
‘malls are not only located within a
i ituat-

after 15 years of operations.
Further, in August 2023, GSC
decided to close its outlet at
Alamanda_shopping centre in
Putrafaya and said t s another
outlet at 101 City Mall 1 & 2 in
Putrajaya

From a construction standpoint,
itseems that developers are build-
ing infrastructure that is not in

ce, the questi

edin close proximity to one anoth-
er, but they alo feature a similar
tenan
Movie theatres have long been
viewed as one of the main anchor
tenants and key drivers in attract-
ing visitors to a shopping complex.
Hence, it is worth mentioning
that PPB_Group Bhd, majori:
ty-owned by the Kuok family, has
shuttered at least seven Golden
Screen Cinemas (GSC) theatres
since 2020. Golden Screen Cinemas
Sdn Bhd is a wholly-owned subsid-
iary of PPB_Group. This move
could be attributed to GSC reposi-
tioning into newer or higher-traf-
fic malls.
For instance, GSC has recently
relocated_from Berjaya Times
Square Kuala Lumpur _(BTS),
‘where ithad operated for 17 years,

E

ceased o operate out of Berjaya
Times Square in late November
last year.

GSC has also announced the clo-
sure of its outlets in Klang Parade
Mall and Heritage Mall Kota Tin
effective April 1, 2024, following
the closure of ts branch at 3

amansara Mall earlier in March

begs to be ke, why do develop-
ers keep building more mall
despite tal of oversupply n the

%

i says while there is no defin-
itive answer to the question, he
opines that developers may con-
tinue to embark on mall construc-
tion projects as they believe theirs
will turn out differently or that it
caters

‘mall”

" Feimedy the oversupply stua-
tion, Siva suggests halting the con-
struction of new malls, at least
until supply catches up with
demand, which may take three to
five years. Additionally, existing
malls need to refurbish or reposi-
tion_themselves periodically to
remain relevant among consum-
15

e

“Consumers’ preferences are
rapidly evolving. As such, the
refurbishment of malls cannot be
a one-time occurrence. It i impor-
tant to allocate some funds, every
few years, for this purpose.

“In some cases, a mall may

e both refurbishment and
repositioning. instance,

wyat Plaza and Digial Mall i
Petaling Jay:

“These  shopping _complexes,
being older, were in greater need
of refurbishment. However, these

lis have worked well because
they reinvented and repositioned
themselves in terms of their offer-
ings and the target market they
serve,” he says.

In this aspect Capitaland
Malaysia magement Sdn
B C20 Tan Choon Siang observes
that retailers have become more
prudent and selective in their
business expansion, while con-
sumers are spending more on

to
““However, the reality is unpre-
lictable.

2

“Take, for
Damansara

example,  the
city Mall in
Heights, which was
built to serve the surrounding
office complexes. While the con-
cept seemed plausible in theory, in
practice it did not work for inex-
plicable reasons,” he says.

Siva pointed out that itis crucial
for mall developers and operators
10 conduct thorough market sur-
veys i order o alora mall o the
specific requirements of the demo-
Fraphic it erves.

ere is no_onesize-fits-all
solution or business model. A mall
s bustling in Bangsar may not

do well in Wangsa Maju and vice
versa. Hence, based on the
research conducted, mall develop-

Iness-re-
lated trades, following the Covid-
19 pandemic.

Hence, in order to drive value
creation, CapitaLand Malaysia
Trust (CLMT) completed two asset
chhancement mhiives (\BE 1
Gurney Plaza and 3 Damansara in
2023. At Gurney Plaza, the AEI
involved the creation of an addi-
tional 4,000 sq ft of net lettable
space on level four to maximise
space efficiency and enhance
current tenant’s offe

ave also_repositioned

some of our assefs 1o caer 1o the
evolving business needs of our
tenants and shoppers. For exam-
ple, the lower ground floor of 3
Damansara refreshed its tenant
through an AEI where we
have introduced more than 15
tenants and brands to serve the

Wilson: The footfall rate of the
retail mall has continued to sur-
pass internal targets by about 25%
month-on-month.

Chan: New

Nikulicheva: Consumer demand

Siva Shanker: The Inooming facx

has shifted space will
and eisure acties arencreas- an aready challenging market
ingly sought after. dyna

can sl thive with the ight trace
mix and development concept

needs of the surrounding residen-
tial_catchment, reinforcing its
positioning as a community hub,”
he says.

‘Tan adds that in order to serve
the neighbourhood needs, the
group also brought in services-re-
lated offerings including wellness
operators like AcuHealing and a
new gym operator - Swet Fitness
in 3 Damansara.

“Our proactive retail and asset
management initiatives have led
1o improvements in_occupancy
levels and shopper traffic in 2023
As awhole, CLMT' retail portfolio
recorded an increased occupancy
of 91.7% as at Dec 31, 2023 and a
positive rental reversion of 7% in
financial year 2023 (FY23).
Shopper traffic rose 25.1% while
fenant sales per sq ft grew 7.8%
year-on-year,” he says.

JLL (Malaysia) head of research
and consultancy Yulia Nikulicheva

and leisure activities are increas-
ingly sough aftr compared 10
pure sho

“Neverthels, it is noticeable
that the majority of recently con-
tructed malls take into account
modern retailing trends and con-
sider_consumer aspirations_in
relation to retail space,” she says.

Echoing this sentiment, IGB
REIT Management Sdn Bhd CEO
Elizabeth Tan says more than just

mily. This meant that visitors
‘want to be in spaces that are com-
fortable, safe and conducive to
building community and connec-
tions.
“We will continue to focus on
AEI to upgrade our equipment
and infrastructure. Moreover, we
differentiate from the competition
gearing towards _communi-
ty-centred engagement to enhance
the experience of our customers.
Maintaining a vibrant tenant mix
that meets the needs and wants of
customers is also crucial” she

says.

Nikulicheva states that some
‘malls fare better than others due
to their location being on top of

e looking
for experences they can share with
their friends and family.

transportation hubs, convenient
accessibility by cars via major
thoroughfares, and high popula-
tion density in the primary catch-
ment zone. Other factors include
sizeable daily catchment popula-
tion on workdays due to the prox-
imity 10 established office clusters.
jional format of the malls,
allowing for a diverse mix of ten-
ants in key categories such as food,
fashion, sports, food and beverage
(F&B), entertainment and services
is also attributable.
“Another contributing factor is
efficient mall management which

that a positive outlook is projected
for retail spending in 2024, driven
lomestic demand, with real

wages anticipated (o grow at a
higher rate than inflation, as well
as the continued growth of
inbound tourism. Mals located in

cable tax rates, such as the intro-

duction of luxury taxand increased

sales tax rates, may have adverse

on consumer behaviour.

“The implementation of these

taxes could potentially discourage

spending or alter purchasing pat-
ms.

e
“Conversel, thse changes may
also lead to an increase in the vol-

cach purchase due to the higher
tax rates,” Nik

T

Tan: Consumers are spendi
more on experentialratal ang well-
ness-related trades.

ing new ways of elevating the
etal experience,
also focus on elevating
Py expenences and explore
ways to better utilise the commu-
ity and vibrant ecosystern in Mid
Valley City to drive ruuﬁau and
sales t0 our malls,” sl X
Meanwhile, ﬁ\u\way Malls &
Theme Parks CEO H C Chan main-
tains that despite the apparent
Tabalance bewoen derand and
supply, newer mall developments
can still thrive with the right trade

Proper planning and
management the key

By SYAZWANI HASNIZAM
syazwani@thestar.com.my

WITH more shopping malls head-
ing their way into 2024, it's hardly
surprising that we are witnessing
aglutin the sector.
fourth quarter of 2023,
Malaysia boasted 1,074 shopping
malls with a_combined retail
space of 17.69 million sq m, with
the Klang Valley contributing
roughly 200 shopping malls and
offerng a retal pace of 6. il
lion
Amiist the already saturated
market, another 33 shopping
malls with a space of 1.13 million

lion sq m in planned supply are
expecte
begs the age-old question
of whethes the performance of
shopping mall will be impacted
e years to come, or will they
st ek altogether.

StarBizWeek caught up_with
four experts within the industry

capture their thoughts on the
ukelmaod of shopping mall canni-

tion_occurring outside of
the Klang Valley.

Savills Malaysia group manag-
ing director Datul paul Khong
believes this issue is unlikely to
only take place in the Klnn,, Valley.
In fact, shopping malls in other
states have an equal possibility of

not properly planned
and manage

Khong states that be it within
the Klang Valley or out of state,

“make it work”

mix, concept and
clear positioning.

ouhe bass of mals is o serve s

ended market as closely an
Televandy o they éah an th prte
ciple of demand and supply:
Adherence to this increases the
succes rate” e say.
wing ffom operational expe.

rience, Chin says Sumway Cartival
is an example of how a successful
mall in an underserved area
attracts patronage beyond its pri-
ary catchment.

“We are seeing shoppers origi-
Dating from Kedsh primarily
Sungai Petani, Kulim,
make up 11% of the ‘malls thop.
pers with the completion of
Sunway Carnival's expansi
2023.

“Because of the enlarged and
enhanced trade mix (some of it
first on mainland Penang), the
mall has become a_destination
mall with many willing to travel
further to vm: m he says

Chan rer timistic
of Sunway Malls performance
both in the near and long term, as

if the actual demand for malls
exists.

Knight Frank Malaysia execu-
tive director of research and con-
Wong Siew Fong

cessful retail malls are not exclu-
sive to a particular region, but are
‘prevalent in both the Kiang Valley
and throughout Malaysia.

However, Wong highlights that
the cannibalisation issue is more
significantly felt in the Klan
Valley due to the high concentra-
tion of retailmalls there

E y & Theme Parks
chief executive officer H C Chan
sees this issue more in correlation
‘with demand and supply, and that
there are certain areas that are
overserved and under-served,
leading to imbalances and duplic-

ity.

Given its larger retail space
footprint and over-served areas
in the Klang Valley, Chan says it is
unsurprising that the frequency is
higher. Yet, he acknowledges that
other markets also experience a

Tan oncurmd l.hal the outlook
forthelocal retailindustry remains
cautious as consumer demand and
sentiment are anticipated to be
dampened by the tax hikes, new
taxes and the rationalisation of

idies across commodities and

uilities.

“IGB-REIT is entering 2024 cau-
tiously and will contine to invest
in its malls t0 keep them relevant
and_community-centred. These
factors will impact our community

and our business, but we remain
Committed o working collabora
tively with our tenants and explor-

that it generally outperforms the
market even with the emergence
of new malls.
In 2023, oursalesperformance
-on-year surpassing
Bor histoncal igh in 2022
erformance tas out
paced (he nanonal gross domestic
product
Abart from & proven track
record, the strong brand equity
of Sunway as well as an estab-
lished network of retail part-
ners would continue to serve

> SEE PAGE 10

Malaysia Shopping _Malls
Association adviser and former
‘president Tan Sri Teo Chiang Kok,
meanwhile, is of the opinion that
the shopping mall space s unlike-
1y to be saturated. However, he
its that in certain locations, it
may be crowde
On another note, Teo says malls
in major cities as well as in sub-
urbs and smaller cities are
designed and positioned differ-
ently, catering to their own niche

market.
Below are excerpts of the inter-
view:

by sme.

Source: Napic:

Supply and occupancy of shopping complexes
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StarBizWeek: Why do you think
the cannibalisation of shopping
‘malls oc 7

: The ovusnpply' in cer-
tain markets and areas lead to
increased com e the
cannibalisation phennmel\m\ that
leaves many malls struggling to

-]

‘With the recent escalating oper-
ational cost, ranging from rentals
10 utilities as well as labour, the
profit margins of mall operators
and retailers are now being
sque

Malls with a low and declining

g
']
5
2
¥

their vacan-
Cles.Suh a situation may eventu-
ally cause a deterioration in their
operations and maintenance,
affecting their viability as it
becomes worse.

Be it in the Klang Valley or out
of state, similar issues are actually
being faced by mall operators
nationwide, leading to the “death”
of these shopping malls if they fail
o mitizate

‘Wong: The lack of understand-
ing of the current retail landscape,
particularly when it comes to the
specific location and demographic
profile of the catchment area.

that, the absence of

proper retail planning and design
levelopment also contributes to
cannibalisation of these new

H

alls.
Developers should not assume
that the same formula that suc-
ceeded in another mall can be
applied to their mall as well
Catchment anzlym is eq'ually as
important, as is term
Vikonfor the suceess of mai.

Has the Klang Valley, being the
centre of Malaysia, affected
shopping malls outside its bor-

mmng Out of the Klang Valley,
shopping malls such as Melaka
Parade, Kulim Sentral, East Coast
Mall, Sunway

Queensbay Mall are actually
Booming “and  aturacting. go0d
crowds.

In fact, many of them have
recordeda ool of more than
80% to 100%, or even more than
the pre-pandemic levels, and have
been performing well in the past
24 months from April 2022

Malls that fail to perform can be
attributable to the wrong target
segments and retail concept, a
poor tenant mix, secondary loca-

tion with poor access and visibili-
15 ST nelghbouring marlketcon,
petition and wrong design and
layour or the mall selt.
also crucial to consider

demumpmcs, asitis essential for
shopping malls to be developed
near good demographics and
existing target catchm

‘Wong: While it is e um the
Klang Valley attracts young people
due to the wide range of job oppor-
tunities in the capital city, there
still exist many large and thriving
communities outside out it

In reality, many neighbourhood
malls in other cities and towns
within  Malaysia continue to
attract good shopper traffic, as

they serve the needs of local com-
‘munities.

Malls outside the Klang
Valley have always served the
role of neighbourhood ~malls
catering 1o Jocals, and in some
instances, driving traffic_from
nelghbousing distrcts and sates.

What should malls do to stay
relevant?

‘Chan: With competition getting
more intense, asset-enhancement
initiatives of redeveloping low-

yield retail space into high-
er.yield retal space with attrac-
tive retail formats needs to be
embarked on to keep the malls
relevant

It is important that malls keep
re-inventing themselves to stay
relevant, as any margin of error
and non-relevancy is costly.

In many ways, the mall indus-
try is a barometer of the country’s
economic_well-being. Certainly,
an area with a more endowed
and developed economy will see
more communities flourishing,
and in turn, encourage consumer
spending
Teo: Success and failure is part
and parcel of business and entre-
preneurship

‘While property developers and

urs are certainly opti-

mistic in considering getting into

the business of shopping malls,

ey have to employ experienced

managers o run the malls as

shopping mall management
involves a whole gamut of skills.

The success of a shopping mall
largely depends on the location
and accessibility, practical lay-
outs, tenant mix and services
serving their catchment market,
and all these factors must be well
balanced for the mall to succeed.

>FROM PAGE 8

Sunway Malls well” he says.
Chan concurs that ensuring a vibrant

tenancy mix is imy i

fall and establishing stror

onships with retalrs and partnerships

with mulnple brands is import:

“There is a growing dependenry on col-
laboration to bring in the latest retail for-
‘mats, attraction and more importantly, fol-
lowing.

have their own respective sizeable brand
followings. It makes good business sense to
‘work together,” he says.
In order o circumvent headwinds that
m from the broader economy and
Heightencd competiion entering the retail
arket, AEI s one of the primary initia-
tives malls can undergo to regain competi-
tive advanta
e example is the Starhill shopping
centre in Bukit Bintang, which has under-
gone renovation twice. It was initially
closed for renovation at the turn of the
‘millennium and reopened in 2005 as a lux-
ury retail gallery.

After 15 years of operations, it was closed
once again and then fully reopened in 2022
with a transformation into more of a life-
style centre.

Growing dependency on Collaboratlon

physical a

In this regard, C Malls is
currently undergoing a RM5SOmil AEI
exercise of 800,000 sq ft retail space in
Sunway Pyramid and Sunway Carnival
with a respective investment of RM200mil
and RA3SO0ml each,
are strategic thrusts to convert
lmvyleld o Rghos yield for Sunway Malls'
3 lity retail space
will enable Sunway Malls to cater to a vari-
ety of new and fresh offerings, including
more Muslim friendly offerings. Of course,
in_tandem with discipline
cost-containment exercises,” he says.
On this note, Hektar Asset Management
usiness development and strategy general
‘manager Sabrina says the company
is targeting to carry out AEIs in Subang
Parade (allocation of RM40mil) and
Segamat Central, with other assets
(Mahkota Parade, Wetex Parade, Central
Square, and Kulim Central) considered to
be stable, having high occupancy rates and
‘would require only tenancy remixing exer-
cise at his point.
optimum time for the refurbish-
ment of shopping centres is determined
more by the life cycle stage rather than

every

seven to 10 years, are preferred.” she says.

out of Hektar's six malls enjoyed

an occupancy rate of over 90% as at

February 2024, while Subang Parade has

the lowest occupancy rate of 75%. The lat-

ter is expected to reach an occupancy rate

0f85%t0 90% by the end of the year follow-
ing tenancy remixing efforts.

Hektar's AEI initiatives across its malls
has yielded positive results, evident in the
growth of ts assets’ valuations.

“Soon after we acquired
we carried out a major AEI in 2007 which
was followed by Mahlota Parade in 2

d Wetex Parade in 2010.

*"“once the AFIs are completed, the full
result are ot usually captured immed-
ately as it may take one to three years to
Complet the pemixing exercse and [oF the
rental rates to stabilise. To give an idea, the
rental reversion for Subang Parade three
years after the first AEI rose o as high as
31% and occupancy was at 100% Sabrina

rms of valuations, Subang Parade
wak RABRz pre-AEl and went up to
RM347mil in three years, and is now about

RM430mil. Mahkota Parade started at
about RMz32mil at aouiiin, and post
I there was a jump in valuation to
R3Ol in 2011, At presen,the asset s
valued at
e he Seme with Wetex. When it
was acquired the purchase price was
RM117.5mil, and the asset is worth

RM161.7mil today. On average, the increase
was about 40%

0 50% from its original

‘This is also a part of the group’s diversifi-
gation straegy o ensure the pefiihily of
its po

ill notable potential in other
tier ciies (apart from Klang Valley), many
of which are still underserved, which is
also part of the reason why our portfolio is
‘well diversified geographically.
"l'he most important thing for

w asset s yield accretion and

ontertn sustainabilty, We found that in

the yield is also much higher,” she says.



