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SAVE MORE – SPEND LESS 
Ultimately, the health of the retail property market is underpinned by 
consumer spending.  This is forecast to rise across the EU but high levels 
of consumer debt cast a long shadow 

~~~ 
Conceptually, it is easy to stereotype the spenders and savers within Europe however 
data on the savings ratios of the different countries shows a surprising result.  The line 
between those that shop and those that do not follows the adoption of the euro. 
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The most recent indicators of consumer confidence remained low in most of Europe but 
registered increases in Sweden, Finland, Austria, Portugal Spain and Italy. Since a rise in 
interest rates in November confidence in the UK has slid back from a peak in July and is 
continuing to fall. 

As far as central banks are concerned this presents something of a dilemma.  Debt was 
allowed to rise to stimulate the global economy in order that it was able to survive the 
dot com bust. Keeping interest rates low has encouraged consumers to keep on 
spending and continuing to rack up debt. 

In a recovery phase, the banks would normally be expected to allow interest rates to rise. 
However, there is considerable concern about the effect of a regime of rate rises upon 
consumer confidence. 
So we have an exercise in the management of expectations.  

In the US,  the Federal Reserve has let it be known that monetary policy will stay 
relaxed "for a considerable period". The European Central Bank is unlikely to raise 
interest rates soon, and, although the Bank of England has tightened policy, it was only 
by a quarter of a point. 

None of this avoids the imperative for interest rates to rise, particularly in the US and 
the UK. In the US, where the economy appears to be growing at 8% a year, a move to 
realign interest rates with nominal GDP, ie returning policy to neutral, would involve a 
rise to around 4% from 1% 

In the UK, futures markets expect the interest rate to rise to 5% by the end of 2004 – a 
rise of a third. 

What does this say about the prospects for retail investment?  The signals in the 
Eurostat data are mixed.  

Clearly, in those economies where the savings ratio is expected to rise between 2002 
and 2005 there will be a slackening of expenditure based demand. This will put pressure 
on retail margins and thereby onto retail property. On that basis retail in Germany, 
Netherlands, Austria and Portugal look more risky over that period. 

Conversely, those countries where the savings ratio is projected to fall will see retail 
demand stimulated by more consumer spending with a corresponding stimulus for retail 
property. Within the Eurozone, Italy, France and Spain should see this stimulus over the 
next couple of years, making retail property a more attractive proposition. 

Outside the Eurozone, Sweden leads the way with a projected fall in saving of 30%  
Although Swedish interest rates are not expected to rise any time soon. By contrast the 
UK is projected to see a fall in saving of nearly 20% that is hardly consistent with a 
rising interest rate. 



 PROPECONOMY     -      EUROPE                                            JANUARY 2004 

SUBSCRIPTION DETAILS 
 
PROPECONOMY is published quarterly with monthly supplements and is available by 
subscription only priced at €350/£250/$450 per annum.  

To subscribe please email your details to propecon@retrigroup.com or write to: 

PROPECONOMY  
44 Stewart Avenue 
Upminster 
RM14 2AF 
UK 
 
 

PROPECONOMY, or individual articles from it, are available for republication.  

Please email bt@retrigroup.com for further information. 

 

 

PROPECONOMY is published by : 
 
RETRI Group, 44 Stewart Avenue, Upminster, RM14 2AF,  UK 
+44 (0)1708 223064 

http://www.retrigroup.com 

The editor is Bob Thompson -  bt@retrigroup.com +44 (0)7703 234251 
 
 
Disclaimer: While every effort has been made to ensure that the data used in this newsletter is reliable, there is no 
guarantee that it is correct and RETRI Group can accept no liability whatsoever in respect of any errors or 
omissions.  This newsletter contains real estate research and does not constitute investment advice. 

 
 

mailto:propecon@retrigroup.com
mailto:bt@retrigroup.com
mailto:bt@retrigroup.com

