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Emerging Asia - 
rising economy, 
rising income, 
and rising retail 
opportunities
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Emerging Asia is well poised to become the engine of future economic growth with 
its favourable demography and a consistently rising income of people. The region 
offers a diverse landscape with different cities offering a retail opportunity of differing 
capacities. Markets such as Shanghai, Singapore, Hong Kong and Beijing have already 
witnessed high growth rates in retail and formed an established retail market, while 
newer ones are consistently emerging. For instance, within China, while the previously 
mentioned Chinese cities have a thriving and near-established retail market, cities such 
as Chengdu, Changsha, Hangzhou and Shenyang are destinations in transition. The 
top seven cities in India - Delhi, Mumbai, Bangalore, Chennai, Pune, Hyderabad and 
Kolkata - are comparable to some of the Chinese cities that are in transition. We have 
also considered Bangkok, Manila, Jakarta and Hanoi (wherever possible) owing to its 
rising retail penetration. This paper tries to draw a comparison between these retail 
growth markets and evaluate the position of Indian cities within Emerging Asia.

The gap between the economic growth of Emerging Asia and the developed world of 
the US and the Euro area was much higher pre-crisis and it was consistently rising. Post 
crisis, this gap has narrowed substantially. However, the economy of Emerging Asia 
continues to grow faster and this positive gap with the developed world will progressively 
increase in the near-term as the world economy recovers. The positive gap in economic 
growth is helping incomes to rise faster in the Emerging Asian countries than in the 
developed world.

Source: International Monetary Fund, 2013

Chart 1: GDP Growth of Emerging Asia, US and Euro Area
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It is well known that most of the Emerging Asian 
economies are currently enjoying a favourable 
demography. Their dependency ratio has been falling, 
thereby giving a boost to income and spending potential. 
There is a clear difference within this larger region as 
can be seen in the chart below on demography. 

The dependency ratio of a country, if falling, signals 
growing young population as a proportion to the total 
population. As a consequence the economy witnesses 
a faster rise in income. If we look at the six Emerging 
Asian nations, India and Philippines (also to some extent 
Indonesia) have a clear advantage in terms of number 

Source: UN population statistics

Note: Dependency ratio indicates sum of population aged 0-14 and 60+ divided by number of people in the 15-59 (working age) age group.  
A falling dependency ratio indicates faster rise in income as more number of people are earning as opposed to merely spending (or dependents).

Chart 2: Number of years left for dependency ratio to bottom-out 

China Thailand Vietnam USAIndonesiaIndiaPhilippines

36 years 26 years 11 years 3 years 3 years 1 year
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Favourable demography is a driving factor for retail in Asia
of years left for the dependency ratio to bottom-out. 
India has another 26 years to enjoy the demographic 
advantage before its dependency ratio bottoms-out.

China is currently at a stage where it enjoys the peak 
of its demographic dividend. It is now left with only 
three more years for dependency ratio to bottom-out. 
Therefore, income and spending in China is highest 
among the Emerging Asian nations and a large number 
of retailers have entered the market. It’s per capita 
income is the highest of the six nations considered in 
our study. 

Number of years
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Income and retail sector growth move in tandem
Taking into account the total retail space in the 
organised sector, per-capita mall space in China is the 
highest amongst Emerging Asian nations. China has a 
higher per-capita income level and enjoys higher income 
growth currently. It has seen high growth in retail space 
in its developed cities such as Shanghai and Beijing, 
whereas emerging tier-II and tier-III cities are witnessing 
similar high growth currently. Several global retail chains 
- big-box, high-end, luxury categories - are entering 
China in order to grab a pie of this growing market. 

Ideally, per-capita income should have a direct influence 
on demand for organised retail space. For instance, 
China has the highlest level of income growth and, 
therefore, higher per-capita retail space. Thailand and 
Philippines have a relatively lower income growth, 
although their retail space per capita is higher. While 
these two nations are small, they enjoy having primate1 
cities of Bangkok and Manila, respectively, that attract 
huge influx of migrants and tourists. As against that, in 
India and Vietnam, while per-capita income growth is 
reasonably higher, retail space is low largely owing to 
its nascent stage of retail evolution (more on this in the 
policy section below).

China ThailandIndonesia IndiaVietnam Philippines

Source: Global Insight, Real Estate Intelligence Service 4Q13 (Jones Lang LaSalle)

Chart 3: Per Capita Income and Per Capita Retail Space
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1 A primate city is the leading city in its country in most aspects, such as politics, the economy, culture, media and education. Primate cities are characterised by a high level of 
income, a higher fashion quotient and a high preference for international brands.
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Chart 4: Organised Retail Penetration (as of 2013)

As incomes rise, pattern of consumption usually shifts in 
favour of organised retail formats that offer enhancement 
of lifestyle and entertainment quotient. Since the middle 
of previous decade, India has witnessed income growth 
of about 10.0% y-o-y, enabling large sections of its 
population to move up the consumption, fashion and 
lifestyle pyramid. This has, naturally, driven demand 
for organised retail space as opposed to traditional 
convenience stores (the “Kirana” stores as they are 
known in India). Organised retail penetration (the value 
of organised retail as a proportion of total retail market) 
grows simultaneously, gathering a greater share of total 
retail market size. ORP across all the Emerging Asian 
countries have picked up by 5-8% bps over the last five 
years. However, it is pertinent to mention here that they 

Source: Industry Sources; The Associated Chambers of Commerce and Industry of India (for India)

Retail Penetration

China

Thailand

Indonesia

India

Vietnam

Philippines

0% 10%

7%

10%

25%

28%

39%

45%

20% 30% 40% 50%

still remain far below the ORP levels of 65-85% observed 
in developed nations of US and Europe.

As discussed earlier, India and Vietnam’s retail 
evolution is relatively new when compared to other 
Emerging Asian countries. A significantly higher ORP in 
Emerging ASEAN (Thailand, Philippines and Indonesia) 
suggests an era of retail evolution that is much higher 
than that observed in China and India. These smaller 
ASEAN nations also enjoy a higher income per-capita 
compared to that of India. With the gradual opening-
up of retail sector in India and a long number of years 
of demographic dividend going forward, potential for 
incremental growth is relatively much high. China has 
seen a faster growth in penetration of organised retail 
owing to strong emergence of tier-II and tier-III cities and 
a strong consumerism. 

Organised Retail Penetration (% of total retail industry revenue)
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IndonesiaVietnam

Source: Respective country’s Government Statistics; The Associated Chambers of Commerce and Industry of India (for India)

Chart 5: Retail Sales Growth in Asian Countries
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Retail sales growth in Emerging Asia
Retail sales growth is another indicator used to gauge 
the performance of the retail sector in each of the six 
Emerging Asian nations. Indonesia, China and India 
have witnessed growth of around 15% y-o-y during 
2007-2012, suggesting that they are not just large 
markets, but also the most lucrative in terms of the 

increasing volumes generated each year. Vietnam, 
where the retail sector is still nascent, witnessed the 
highest growth in sales during the same period. The 
Philippines witnessed relatively lower retail sales 
growth, largely due to a proportionally higher retail base 
compared to other nations.

Retail Sale Growth
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Strengths 
FDI policies are 

either liberal or are 
increasingly  

becoming favourable

Weaknesses 
A typical of emerging 
nations, there is high 

reluctance to automate 
investment approvals

Opportunities 
To combat the current 
slowdown, Emerging 
Asian governments 

are considering further 
relaxation of norms to  

attract big retailers 

Threats 
While emerging markets 

offer potential for high 
growth, market scenario 

could be at times 
challenging.

Retail FDI policies in the     Emerging Asian countries 

Foreign retailers showing 
confidence in Vietnam’s 

retail growth story, possibly 
suggesting clarity of policies. 

Six years after joining the 
WTO, Vietnam’s retail market 
has become far modern with 

more and more retail centres in 
Hanoi and to some extent Ho 

Chi Minh City.

Foreign firms can operate in 
Vietnam only via JVs with local 

partners. 

As per its WTO commitments, 
from January 2015, Vietnam 
will permit the establishment 

of wholly-owned foreign 
multinationals. Also, as of mid-

2013, some of the erstwhile 
stringent norms for foreign 

investors have been relaxed.

As a socialist country, 
anti-liberalisation policies 

cannot be ruled out at 
any time. However, recent 

developments suggest 
that the possibility of this 

happening is remote.

After joining the World Trade 
Organisation (WTO) in 2001, 
China gradually eliminated 
barriers to market access 

for foreign enterprises. As of 
2004, China’s retail market 
has been fully opened-up, 

having removed the erstwhile 
geographical limits and equity 

restrictions. 

The licensing procedure for 
foreign retailers is still slightly 

opaque and cumbersome, 
making it difficult for retailers 

to manage licensing costs and 
approval delays. 

There is a strong impetus 
to improve infrastructure 

connectivity between major 
cities, providing the cities 

in transition (ones we have 
considered in the paper) with a 

major boost. 

Chinese policy makers at times 
have discouraged competition 

from foreign companies in 
the domestic market. This 
can threaten the viability of 

investments made by foreign 
retailers.

Thailand allows 100% FDI in 
retail and relaxed visa norms. 
Tourism forms a large portion 

of the retail demand. 

Thailand’s policy on counterfeit 
products is weaker compared 
to other relative economies, 

which makes brands 
vulnerable. 

Thailand’s retail space is highly 
concentrated in Bangkok’s 

prime city location. The recent 
push to improve connectivity 

with Bangkok’s suburban 
locations is generating new 

demand for retail space.

Although there is no major 
drawback for retail in Thailand 

in terms of policies, recent 
political turmoil, if extended 

beyond the short term, could 
deter tourism and retail trade. 

VIETNAm ChINA ThAIlAND
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Strengths 
FDI policies are 

either liberal or are 
increasingly  

becoming favourable

Weaknesses 
A typical of emerging 
nations, there is high 

reluctance to automate 
investment approvals

Opportunities 
To combat the current 
slowdown, Emerging 
Asian governments 

are considering further 
relaxation of norms to  

attract big retailers 

Retail FDI policies in the     Emerging Asian countries 

As of mid-2012, single-brand 
retail outlets can be fully owned 
and operated by foreign entities. 

Around the same time, multi-
brand retailing was partially (51%) 
opened-up. Opening-up of Indian 

retail sector offers vast and (in 
some cases) untapped retail 

market opportunities.

While FDI in retail has been 
allowed up to 100% in single-
brand and 51% in multi-brand 
retail, retailers operating in the 
latter category are still reluctant 
owing to certain criteria, which 
are perceived as stringent by 

international retailers. 

The ruling government in India 
received strong criticism for 

the policy paralysis until 2012. 
Currently, the policy makers 

are willing to relax norms and 
embrace liberal policies in order 

to receive more investment. 

Certain large political parties 
have vehemently opposed FDI in 
retail. Fear of FDI policy reversal 

could arise if those parties 
come to power post upcoming 

elections. Policy reversal, 
however, seems a remote 

possibility as of now. 

Retail trading has been open 
to 100% FDI in the Philippines 
since 2000, when the Retail 
Trade Liberalisation Act was 

signed into law. 

There are some trade 
restrictions in place to protect 
domestic retailers. Retail trade 
enterprises with paid-up capital 

of less than USD 2.5 million 
are reserved only for Filipino 

citizens and corporations.

As of early 2013, the Filipino 
economy received a boost when 

it was conferred investment 
grade status by some recognised 

international sovereign rating 
agencies. This could provide the 
economy with additional impetus 
to attract demand for retail space 
from international investors and 

retail chains.

Income of Filipinos is strongly linked 
to global economic conditions 

and norms on capital flows. Any 
impact on these factors could 

affect income and, consequently, 
the spending pattern of Filipinos. 

Foreign participation in retail 
space is still limited to domestic 

and neighbouring Asian countries, 
possibly due to stiff competition 

from domestic retail chains.

Foreign participation in 
retail trade is encouraged in 

Indonesia and therefore is fully 
liberalised. 

In Jakarta, which is the 
largest retail market in 

Indonesia, a moratorium on 
mall construction has been 
considered by city planners 
in a bid to ease mall-related 

traffic congestion.

N/A

Indonesia is planning to 
impose a higher luxury tax 

for imported retail goods in a 
bid to dampen extravagant 

consumption and, therefore, 
imports. This could hurt 

investments in retail

INDIA PhIlIPPINES INDONESIA

Threats 
While emerging markets 

offer potential for high 
growth, market scenario 

could be at times 
challenging.
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Sneak peek at the 
most attractive 
retail cities of 
Emerging Asia



Retail Realty in India: Evolution and Potential   11

We have seen in the previous section that while each of the six countries mentioned 
enjoy a favourable demographic dividend, they are largely heterogeneous in their 
economic and retail characteristics. Similarly, the cities within each of the above six 
economies have different characteristics, which has a bearing on the growth of retail in 
those cities. For comparison, we have shortlisted 16 cities from these six economies 
based on its size, city characteristics, retail characteristics and retail growth potential. 
According to the World Atlas city population statistics, these 16 cities account for slightly 
over 6% of the total combined population of their economies. However, in terms of 
organised retail stock, they either have a dominant share or have an attractive growth 
opportunity (or both). In this section, we highlight the 16 cities and try to draw a parallel 
with key retail cities of India.

The cities we compare in Emerging Asia are a mix of Tier I (Mumbai, NCR Delhi, 
Bangalore, Chennai, Shenzhen, Jakarta, Manila, Bangkok and Hanoi), Tier II (Kolkata, 
Pune and Hyderabad, Chengdu and Shenyang) and Tier III (Changsha and Hefei). 
Therefore, it is important to compare all these cities in the context of their real estate 
development. As Tier I cities of the respective countries, Manila, Jakarta and Bangkok 
have a much larger share of the national population and a higher concentration of 
economic activity compared to the Tier I and Tier II cities of India and China.

Source: Respective country’s government statistics

Chart 6: City Population
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Retail Stock

Tier I cities in Emerging Asia, except for Bangalore and Chennai, have retail stock of 20 million sq ft or above. The Chinese Tier II cities of 
Shenyang and Chengdu have more retail stock than the comparable cities that we consider in our study. Shenyang, the largest city in northern 
China, has an established retail market and a robust industrial base. Additionally, the city acts like a transportation hub with direct connectivity 
to Beijing, Dalian and a few other established and emerging markets. This helps retailers to not only make Shenyang a destination for front-end 
sales, but also strengthen back-end logistics. Chengdu has a larger population and is home to a large concentration of high-net-worth individuals. 
Therefore, almost 80% of high-end retailers planning to enter western China prefer to do so by entering Chengdu first. 

Despite being in a smaller economy compared to India and China, Manila and Bangkok have more retail stock than all Indian and many Chinese 
cities. This is because cities such as Manila, Bangkok and Jakarta are primate cities of their respective countries. Relaxed visa rules in these 
countries also helps retail as tourist arrivals are high, making its cities attractive for global retail chains. Thus, primate cities of Emerging ASEAN 
have a higher ORP and healthy retail stock.

Within India, the Tier I and Tier II cities of Mumbai, NCR Delhi, Chennai, Kolkata, Bangalore, Pune and Hyderabad are the leading cities for retail 
as well as real estate operations. These cities account for over 70% of the country’s total retail stock. While NCR Delhi has a large retail stock 
that is comparable with leading Chinese and Emerging ASEAN cities, stock in Mumbai is largely comparable with the Tier III cities of Changsha 
and Hefei in China. The gap between the retail stock of NCR Delhi and Mumbai seems high given the small income gap. Mumbai has recently 
witnessed major improvements in infrastructure, which could help the city to spread its retail penetration further. 

Retail Stock and Vacancy Rate in Emerging Asian Cities

Chart 7: Retail Stock and Future Supply of Asian Cities 

• Future supply of Hefei is based on the forecast carried out in 2Q13. 
• Tier I (Mumbai, NCR Delhi, Bangalore, Chennai, Shenzhen, Jakarta, Manila, Bangkok and Hanoi), Tier II (Kolkata, 

Pune and Hyderabad, Chengdu and Shenyang) and Tier III (Changsha and Hefei)
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Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

Chart 8: Vacancy Rate (% of total stock as of 2013)
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Bangalore and Pune have a large commercial base, higher per capita income (after Mumbai and Delhi) and a relatively low level of retail stock. 
These two cities house a large concentration of IT/ITeS companies, which is the largest occupier of office space in India and generates huge 
employment opportunities. Despite housing a larger population than cities in other Asian countries, India’s retail stock is very low, which suggests 
a late emergence of retail in India. India fully opened-up its single-brand retail segment to foreign investors only in mid-2012, while the multi-
brand retail segment has a 51% equity restriction, along with some other entry conditions. However, over the past few years, policy is gradually 
moving in favour of liberalisation of the sector. 

In terms of future supply of retail space, the Chinese cities of Chengdu, Hangzhou, Shenyang, Shenzhen, Hefei and Changsha are expected 
to see significant growth over the next three years (2014-2016). This is attributed to many positive factors, including Tier II and Tier III cities in 
China witnessing an increasing level of investment in infrastructure, logistics and manufacturing sectors. Also, many high-net-worth individuals 
have been settling in these smaller cities, indicating the growing potential for high-end and luxury retail. China is at the peak of its demographic 
advantage and, therefore, the rise in income is faster than in other emerging Asian nations. 

Vacancy Rate

Indian cities of NCR Delhi, Mumbai and Pune have larger vacancy rates among emerging cities of Asia. These cities witnessed considerable build-up 
of retail stock during the past 6-7 years on the back of high economic growth and the large influx of investment into retail. Thereafter, as economic 
activity slowed during 2011-13, major portion of these mall spaces remained vacant due to lack of interest from retailers. A somewhat similar trend 
was observed in Shenyang, where along with the economy slowing, retail developments in neighbouring cities affected occupancy levels.
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Vacancy is higher in average or poor grade malls  
in India

Another reason for the higher vacancy rates in Indian 
cities compared to those observed in Chinese or ASEAN 
cities is the large number of average or poor grade 
malls. Vacancy rates in these malls are significantly 
higher than the vacancy rates in superior grade malls, 
and consequently, demand polarisation is witnessed in 
the Indian retail sector. Table-1 on vacancy polarisation 
clearly shows that higher vacancy rates in NCR Delhi 
and Mumbai are due to poor occupancy or very high 
vacancy rates in average and poor grade malls. A 
lower vacancy rate in superior grade malls compared to 
average and poor grade malls indicates an underlying 
trend of consumers increasingly favouring good-quality 
malls that offer better lifestyle and entertainment 
facilities. Subsequently, developers have responded with 
large-sized malls in order to accommodate all services 
under one roof, thereby increasing the average mall size 

Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle
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Chart 9: Increasing Average mall Size in India

18,00,000

16,00,000

200,000 sq ft

300,000 sq ft

400,000 - 700,000 sq ft

14,00,000

12,00,000

10,00,000

8,00,000

6,00,000

4,00,000

2,00,000

-

20
01

20
18

F

20
17

F

20
16

F

20
15

F

20
14

F

20
13

20
12

20
11

20
10

20
09

20
08

20
07

20
06

20
05

20
04

20
03

20
02

Average Size of

480,000 sq ft

210,000 sq ft

165,000 sq ft

Superior Grade

Average Grade

Poor Grade

Top 7 Cities India

Table 1: Polarisation of Vacancy in Indian Cities

Vacancy Rates in Operational malls 

Cities

NCR Delhi 11% 29% 52%

mumbai 6% 28% 41%

Superior Grade Average Grade Poor Grade

Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

of India. Chart 9 shows that average mall size in India 
is on the rise, suggesting a changing trend of building 
superior grade malls as opposed to average or poor 
grade malls
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Lease model is 
increasingly gaining 

favour amongst 
retailers due to quality 
maintenance and mall 

management.

More than 75%  
of the operational  

malls on sale model 
have Medium and  

High vacancy  
levels.

malls operating in sale model have higher vacancy 
than malls in lease model 

Ownership is one of the important factors that influence 
the vacancy rates of malls in Indian cities. Malls that 
have a sale model are likely to have a higher vacancy 
rate, as they lack proper management, tenant mix and 
zoning. At end-2013, 47% of total mall space in India 
was operating under the sale model, while the remaining 
53% was operating under the lease model. However, the 
lease model is gradually becoming more popular among 
developers, as this helps the developer to execute a better 
quality mall that will attract more retailers and buyers. 

Rental performance of Indian cities vis-à-vis 
Emerging Asian cities 

Shenzhen has the highest rental among the Emerging 
Asian cities, followed by Hangzhou. Shenzhen been 
a Tier-I city offers enormous retailing opportunities, 
although limited supply of retail space allows developers 
to quote a higher rental. Hangzhou, on the other hand, 
offers higher rental due to inclusion of certain high 
performance departmental stores, as malls are relatively 
rare here. Chengdu has the third most expensive retail 
space in China owing to limited retail supply relative to 
its vast population. Malls in Indian Tier I cities quote a 

Chart 11: Prime Retail Rents of Asian Cities

Chart 10: lease vs Sale model

Sale model
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lease model
53%

Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle
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higher rent for prime city locations compared to other 
emerging Asian cities. Prime city locations in India offer 
few options for retailers due to there being fewer mall 
space available, but have a higher concentration of 
high-net-worth individuals. Another reason for high rents 
is the lack of quality mall space as opposed to average 
or poor grade malls, reviewed earlier. On the other 
hand, Tier II cities of India offer very attractive rentals to 
retailers as opposed to other cities in emerging Asia.
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In the last half decade, India’s retail market has seen a 
significant shift in retailer attraction for the Indian cities. 
Select luxury brands such as Mango, LV, Hermès, 
Forever 21 and Gucci have gradually preferred to 
enter the Indian market to meet the rising demand 
for their brands. With increasing globalisation and 
corporatisation, Indian buyers have borrowed a lot of 

tastes and preferences from multinationals and there 
has been a sea change in the consumption habits of 
Indians. However, the wide gap in penetration of these 
brands between India and China suggests that India 
is only emerging in these categories. The potential for 
further penetration of these brands is high given that 
supply of right quality of mall increases.

Table 2: Penetration of Select Key Retailers in Asian Countries

Respective brand’s company website
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INDIA: Demand-
Supply Situation 
of Indian Retail 
Market

Indian cities are witnessing demand from all types of 
retailers – big-box, high-end as well as luxury segments 
– backed by strong city fundamentals – economy, 
population and income. The leading Indian cities of 
Mumbai and Delhi have witnessed an influx of big-box, 
fast-fashion and high-end retailers. Other leading Indian 
cities such as Bangalore, Pune and Chennai have seen 
reasonably good absorption of retail spaces on the back 
high consumerism supported by strengthening IT-ITeS 

sector and the strong auto, manufacturing and biotech 
sectors. Improvement in infrastructure, city expansion 
and the right supply of retail malls have been primary 
reasons for growth over the recent past. Luxury retail 
as a segment has been slowly emerging in Tier I cities. 
Many key cities in India have faced supply constraints in 
terms of the right quality of malls, which is discouraging 
high-end and luxury retailers to expand.

Chart 12: Demand-Supply Situation of Indian Retail

Note: Indian cities = the seven major cities of Mumbai, NCR Delhi, Bangalore, Chennai, Pune, Hyderabad and Kolkata  
Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle
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REIS Retail 
Attractive 
Index 2013
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The retailing landscape varies significantly across Indian markets, as cities differ 
greatly in size, maturity, purchasing power and sociocultural factors. Moreover, with 
the passage of time, rising incomes, urbanisation and westernisation are changing the 
character of mature markets, while presenting new opportunities to retailers and real 
estate developers in emerging cities. 

In order to shed further light on the market conditions and the potential of various 
cities in India, we have calibrated a Retail Attractiveness Index for the top 20 retail 
destinations of India. The Retail Attractiveness Index consists of two sub-indices - the 
Market Potential Index and the Retail Maturity Index - which serve as a proxy for 
demand and supply, respectively. The plotting of these two indices reveals how cities 
compare in terms of potential retail demand versus the supply of retail space.
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Note: 1. Population wherever used in this report refers to SEC A population and all per capita calculations are done on the basis of SEC A demographics. 

Note: 2. Socio-Economic Classes (SEC) are a method of dividing a population of interest into groups to categorise consumer behaviour usually based on the income and 
occupation of the head of the household, although other variables can also be used, which are based on the terminal education age and occupation of the main income 
earner. Source: The Market Research Society of India

Source: 1. Analytics and real estate data is sourced from Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

              2. Demographic, socio-cultural and income data is sourced from Indicus Analytics 2012-13

Figure 1: Parameters Used in Creating market Potential and Retail maturity 
Indices

FACTOR INDICATOR/DESCRIPTION

mARKET POTENTIAl INDEx

Demographic

Population 
The population of a city is the defining parameter for demand potential.

migration 
The migrant population not only adds to the consumer base, but also is likely to be more accepting of 
malls versus high street.

Age and Education 
The young and educated population drive consumption as well as having a higher preference for malls. 

Income & 
Expenditure

Income & Expenditure 
The income and expenditure of high-income households is more relevant than the overall population. 
The Expenditure of Target Income Group (TIG households earning above or equal to INR 5 lakh per 
annum) is considered in the Market Potential Index calculation. 

Social & Cultural

Consumerism 
The presence of household electronics and vehicles are good proxies for measuring consumerism.

Exposure to media 
High media consumption exposes consumers to advertising and is hence likely to foster consumerism.

RETAIl mATURITy INDEx

Completed Stock The presence of high-quality completed stock shows the extent of the maturity of the market.

Upcoming Supply Upcoming supply is a leading indicator of the extent of maturity expected in the market in coming years.

Vacant Stock
The lower the vacancy rate the better it is, as upcoming malls can serve pent-up demand while land-
lords retain bargaining power.

Figure 1: Parameters Used in Creating market Potential and Retail maturity Indices
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Note: Dark red bubbles represent top ten cities in market potential such as Mumbai, NCR Delhi, Bangalore, Pune, Chennai, Kolkata, Hyderabad, Chandigarh and Surat.  
Light red bubbles indicate next ten cities in market potential such as Amritsar, Nagpur, Vadodara, Coimbatore, Ludhiana, Lucknow, Jaipur, Indore, Kanpur and Raipur.

Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

Demographic, socio-cultural and income data is sourced from Indicus Analytics 2012-13

Chart 13: Position of Indian Cities in the Retail Attractiveness Index 2013
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Top Ten Cities in 
terms of Market 
Potential

mU
mB

AI
 

Mumbai: Organised retail shows the maximum potential (rank 1) to grow further. Being the financial capital of the 
country, Mumbai has the largest stock and upcoming supply of office space. The city remains the most attractive 
for migrants, which contribute to the ever-increasing population of the city. From the infrastructure perspective, all 
parts of Mumbai are well connected by various means of transport. Infrastructure projects such as the MetroRail and 
MonoRail are expected to be operational soon, and transport within the city is set to be much smoother, which will 
benefit the retail industry by providing better supply chains. As the city continues to expand its boundaries and new 
cities continue to emerge within the city, the need for organised retail space is also expected to grow. 

NC
R 

DE
lh

I NCR Delhi: NCR Delhi is a relatively more matured retail market than Mumbai and takes second position in terms of 
market potential. Total retail stock of NCR Delhi is 23 million sq ft, whereas Mumbai has total mall stock of 19 million 
sq ft. In terms of geographical area, Delhi is much bigger than any of the other cities of India, and there are quite a 
few places within the city that are still underserved by organised retail space, which contributes to the retail market 
potential of the city. 

BA
NG

Al
OR

E Bangalore: Bangalore’s population comprises mainly the young IT crowd. High disposable incomes and the 
aspirations of the young adults make it one of the country’s top destinations for organised retail. Bangalore is the third 
largest city in terms of the quantum of organised retail space development. The city has a decent amount of current 
mall stock of about 8.7 million sq ft, while the city’s organised retail has a lot of potential to grow.

PU
NE

Pune: Pune is the fourth largest city in terms of market potential after Mumbai, NCR Delhi and Bangalore. Pune is 
a city of bipolar differences. To elaborate, the eastern part of the city is suffering from a severe oversupply of retail 
space. There are a few large malls within a distance of 2-3 kilometres of each other, which has led to a severe division 
of business and footfall for retailers. On the otherhand, the western part of the city faces a severe undersupply of 
organised retail space. It has a lot of residential supply coming up in the next few years, but no good malls to cater to 
the same. Hence, Pune has the potential for retail growth. 
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Ch
EN

NA
I

Chennai: Chennai remains a high street heavy city and ranks 5th in the Market Potential Index for organised retail. 
This is the only Tier I city in the Real Estate Intelligence Service (REIS) real estate market classification that lags 
behind Tier II cities such as Pune, Kolkata and Hyderabad in terms of retail market maturity. However, with the influx 
of newly completed malls, the city is now orienting itself towards organised retail. Moreover, Chennai has higher 
market potential than Kolkata and Hyderabad for the retail sector to grow because of its large-scale geography and 
rising household income.

KO
lK

AT
A Kolkata: Kolkata has 4th highest organised retail stock after Bangalore and ranks 6th position in Market Potential 

Index. The consumption potential of the city is high and Kolkata ranks a strong 4th place in the proportion of young 
population among 20 cities. The city recently got its first luxury mall, The Quest.

hy
DE

RA
BA

D Hyderabad: Hyderabad remains one of those cities where the people prefer high streets over malls. However, in 
recent years the city has seen few good mall completions. Local as well as national and a few international brands are 
aggressively expanding their footprint in the city. From the viewpoint of consumption, the city has potential because of 
its young IT crowd.

Ah
mE

DA
BA

D Ahmedabad: Ahmadabad has seen a significant shift across all real estate sectors in recent years, thanks to its 
excellent infrastructure, fast growing per capita expenditure and consumerism, and the increasing number of migrants 
from many parts of the country because of its tremendous employment opportunities. The established industrial 
base of the city is one of the key contributors to booming real estate development. All these factors have resulted in 
Ahmadabad seeing a lot of organised mall development, while the city has great potential for further growth. 

Ch
AN

DI
GA

Rh Chandigarh: Chandigarh is another fast moving city with a good number of quality malls, and the city is the 9th 
largest in the country in the Market Potential Index. Chandigarh is ahead of Ahmadabad in terms of mall stock, so 
has a higher position in retail maturity (rank 8). With the growing preference from domestic and multinational office 
occupiers as well as established infrastructure, the city will see significant growth in retail real estate. 

SU
RA

T Surat: Surat has emerged as the tenth best city with high market potential and increasing retail mall supply. The city’s 
fast growing industrial sector is giving a boost to retail space development.
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Next Ten 
Progressing 
Stars…

Amritsar: Amritsar ranks 6th in socio-cultural drivers for better retail growth. Penetration of consumer durables is relatively strong compared 
to many other cities in the country. Given lesser amount of retail stock at present (rank 19), and relatively better placed in per capita 
expenditure (rank 13), the city has high potential for retail growth.

Nagpur: Nagpur is the 10th most populous city in Sec A population and ranks 9th in number of graduates and TIG households. These 
factors along with growing residential development place Nagpur in 12th rank in market potential index and the city is likely to see further 
retail development in future.

Vadodara: Vadodara is ahead of Nagpur in terms of retail maturity. The city has built a decent amount of mall space, while there is already 
a good amount of future supply in the pipeline. The per capita expenditure of TIG in Vadodara is the 9th highest among the 20 cities. This 
coupled with higher consumption of consumer durables (Vadodara ranks 7th in penetration of cars) should drive demand for retail spaces.

Coimbatore: Coimbatore has always been known for its larger than life speciality stores, specialising in jewellery and saris. Coimbatore 
proves highly advantageous for apparel retailers, because of its proximity to the textile town of Tirupur. Many brands procure most of their 
final products from Tirupur, which reduces the logistical issues. Increasing TIG population (rank 11) will be a boost to the retail sector in 
Coimbatore.

ludhiana: This city has attained relatively superior level of retail maturity (rank 11) which could be attributed its higher consumerism and 
social indices (rank 6). Its increasing recent migration rate (rank 12) is likely further fuel demand for retail spaces. 

lucknow: Lucknow is the 13th largest city in Sec A population and has higher proportion of graduates in its total population (rank 11).  The 
city has a superior ranking on social indices (rank 10), which is likely to improve the rank of Market Potential Index.

Jaipur: Jaipur is the 9th best city in terms of retail maturity in India. The city has good potential for retail growth as it has a steady influx 
of tourists throughout the year. Jaipur has a good score in the socio-cultural drivers of retail development, while other factors such as 
expenditure per capita, young population and education is gradually improving the city’s position in the Market Potential Index. 

Indore: Indore is in the 18th position in Market Potential Index. Indore has a superior ranking on young population (rank 14) and existing 
office stock and upcoming supply per capita (rank 10). This is expected to encourage the retail demand and supply of the city.

Kanpur: Kanpur is the 11th most populous city of India. This city has better prospects in terms of higher number of graduates (rank 10) and 
young population (rank 11) to drive the organised retail, although it perform poorly in social indices. At present, Kanpur ranks last in Retail 
Maturity Index among 20 cities of India while it is the second last city in Market Potential Index (19th rank)

Raipur: Raipur is the last city in terms of Market Potential Index. However, the number of Sec A population is nearly double of Chandigarh 
which should help retail market to grow in future. 
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How Cities have 
evolved in retail 
attractiveness 
in 2013 over 
2011?

In this section, we attempt to compare the Retail 
Attractiveness Index of 2013 with the index of 2011. The 
objective is to understand the changing performance 

2Tier I refers to NCR-Delhi, Mumbai, Bangalore and Chennai. Tier II refers to Hyderabad, Pune and Kolkata. Rest of the cities are classified as Tier III.

of each city in terms of their retail maturity and market 
potential for future retail development. Total 20 cities are 
distributed into two groups (Tier I & II)2 and Tier III. 

Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

Chart 14: Retail Attractiveness of Tier I & Tier II Cities (Comparison between 2013 and 2011)
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Source: Real Estate Intelligence Service 4Q13, Jones Lang LaSalle

Retail Attractiveness improving in Tier I & Tier II cities

Chart 15: Retail Attractiveness of Tier III Cities (Comparison between 2013 and 2011)
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 � Mumbai continues to dominate all Indian cities in terms of market potential while the city has moved up slightly in terms of retail maturity in 
2013 compared to 2011. The highest per capita expenditure, the largest office market and the highest migration rate are some of the key 
factors contributing to the high potential of Mumbai’s organised retail.

 � NCR Delhi has improved in the Market Potential Index in 2013 compared to 2011, while there is no improvement in retail maturity. The rise in 
market potential is due to an increase in Sec A population and fast rise in TIG households and the proportion of young population to its total 
population.

 � Bangalore and Pune have witnessed significant growth in market potential in 2013 compared to 2011. The strong growth in per capita 
expenditure, the increasing numbers migrants and the young population, and the growing office market are key drivers for retail development in 
these two cities. Although these cities have attained a certain level of retail maturity in recent years, they still have to go a long way given their 
market potential. Bangalore is the second largest city in terms of office stock after Mumbai, while Pune is the fourth largest city in terms of per 
capita expenditure in India.

 � Pune has surpassed Chennai in Market Potential Index and ranks 4th place in 2013 as compared to its 5th place in 2011.
 � Kolkata and Hyderabad both have shown similar and lesser improvement in market potential and retail maturity, while Chennai has witnessed 

relatively better progress in retail maturity. This is attributed to a few recent completions in Chennai, such as Forum and Market City. The fast 
rising commercial office market, growing population and increasing income are instrumental for further retail development in these cities. 

2013

2011
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Tier III cities are exceling in Retail Attractiveness

 � Cities such as Ahmadabad, Chandigarh and Surat are the next three best cities after the seven major metro cities of India. High immigration, 
excellent infrastructure, increasing per capita income and propensity to consume are key drivers for high market potential in cities of 
Ahmadabad, Surat and Chandigarh. The growing office market is another important factor for retail development in Chandigarh and 
Ahmedabad.

 � During 2011, Amritsar was ahead of Surat in market potential, but at end-2013, Surat was much ahead of Amritsar in market potential. 
 � Vadodara, Nagpur, Coimbatore and Lucknow have emerged as high-potential markets in 2013.
 � Jaipur and Ludhiana attained significant growth in retail maturity in 2013 compared to 2011. In terms of quantum of retail mall development, 

Jaipur stands ahead of Ahmadabad and close to Chandigarh.

 � Cities such as Kanpur and Raipur are slowly moving up in their market potential and retail maturity index. 

Acknowledgement: Useful contribution by Neel lalka in the report is well appreciated. 

Emerging Asian countries of China, India, Indonesia, 
Philippines, Thailand and Vietnam have in recent times 
witnessed a sharp rise in economic growth, thereby 
propelling the level of income and spending power of 
its vast population. As a consequence of this rising 
consumerism, retail real estate development has 
witnessed high level of growth. However, each country 
within this group of nations has different characteristics 
in terms of consumption pattern and retail development. 
While China’s high level of income has led to rising 
aspiration for high-end and luxury products, India 
has seen big-box and high-end retailing flourish in its 
major cities. The Emerging ASEAN nations that we 
have considered in our study have a well-established 
organised retail culture which has been expanding 
further as infrastructure and income improves. 

As the report further narrows down to sixteen cities 
within the Emerging Asian countries which show 
maximum potential for retail real estate growth, we 
realise that each city has its own dynamics in terms of 
socio-economic factors, population characteristics and 
physical infrastructure in shaping-up its retail real estate. 
For Indian cities, the retail attractiveness index clearly 
highlights this fact. While leading cities of Mumbai, Delhi 
and Bangalore have the highest level of market potential 
and retail maturity, rising income, consumption and 
infrastructure scenario in other cities make them highly 
discerning for retailers and developers alike.
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