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about this report
This report provides a summary overview of Sonae Sierra’s business and
sustainability performance in 2017. We have also published a fully
integrated Economic, Environmental and Social Report (available on our
website) which draws on the International Integrated Reporting Councils’
(IIRC) Framework on Integrated Reporting, the Global Reporting
Initiative’s (GRI) Reporting Standards and the Construction and Real
Estate Sector Disclosure (CRESD). As such, the full report provides our
stakeholders with a more robust and detailed account of our current
strategy and performance in 2017, and further demonstrates the
alignment between our business and sustainability goals.
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Who we are
We are the partner of ChoiCe
Sonae Sierra is an international retail real estate company dedicated to serving
the needs of investors. We develop and invest in sustainable retail assets and
provide investment, development and property management services for clients
in geographies as diverse as Europe, South America, North Africa and Asia, while
creating shared value for our business and society.
Passionate about bringing innovation and excitement to the retail real estate industry since
1989, Sonae Sierra has been interpreting trends and spearheading a movement that has
defined the retail real estate assets of the future.
We add value to investors by putting our unique know-how at their disposal through the
development of outstanding projects and the delivery of professional services covering the
complete retail real estate lifecycle, leveraged by the successful track record with our
own projects.
Our vision to develop and service vibrant retail-centred properties is underpinned by a set
of core values and principles regarding our business, culture, responsibility towards our staff,
the environment and local communities.

Centro Colombo
Lisbon, Portugal
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A conversation with our CEO
Fernando Guedes Oliveira

2017 was a very good year for Sonae Sierra
in both operational and financial terms.
Furthermore, we increased our exposure to
developments and amplified the scale and
geographical reach of our services business.

Q: how would you describe sonae sierra’s operational
performance over 2017? Did the year turn out as you expected?

In 2017 we succeeded in increasing our exposure to developments.
By the end of the year we had seven projects under development across
Portugal, Colombia, Germany, Italy, Morocco, Romania and Spain. We
also amplified the scale and geographical reach of our services business
with new mandates in North Africa and the Baltics covering the full suite
of Development and Property Management services.
However, the implementation of the third axis of our strategy – recycling
capital – was not achieved at the pace that we intended. We were
unable to proceed with the sale of the Core Plus Venture portfolio (which
was created as an offshoot from the Sierra Fund) in its entirety as we
had planned, and are now proceeding to sell this fund on an asset-byasset basis to generate maximum value which takes more time.
Notwithstanding, we have already concluded sales for five assets as of
February 2018 and we are confident that the remainder of the sales will
be initiated through the course of the year.

a: 2017 was a very good year for Sonae Sierra in both operational and
financial terms. We recorded a net profit of €110 million and our direct net
profit reached €64.6 million, up 14% compared to the previous year.
Across our managed portfolio sales increased by 9.4%, and rents in our
investment portfolio were up by 8.2%, with the Iberian and Brazilian
portfolio delivering growth above expectations. Contrary to what we
anticipated, there was a substantial decrease in yields, mainly in Iberia,
with the effect that the overall open market value (OMV) of the European
portfolio grew by 3.7%. This result was bolstered by favourable market
conditions in our core markets of Portugal and Spain; and the surprisingly
positive turnabout of the economic situation in Brazil.
On the developments front, we commenced the construction of Jardín
Plaza Cúcuta in Colombia, a €52 million investment in partnership with
local operator Central Control. We have high expectations for this
43,000m2 shopping centre which will serve a catchment area of more than
880,000 residents. Leveraging the advantage of our partnership
approach, we also forged a joint venture with Italian construction company
Impresa Pizzarotti & C. S.p.A. to create a new shopping centre and retail
park in Parma, Italy, an important market for our Developments business.
With regards to our services business, we continued to reap the benefits
of our impressive track record and our strong client focus, winning 183
new contracts covering development and property management services
with a combined value of €22.4 million. Our Investment Management
business was extremely active in pursuit of investment and value
creation opportunities: nineteen acquisitions were completed in Iberia;
sixteen on behalf of the ORES Socimi, two for the Iberia Coop fund
and another directly in a joint venture with AXA Investment Managers Real Assets. What is more, we also proceeded with expansion and
refurbishment works in multiple shopping centres, including our flagship
destinations in Portugal – Centro Vasco da Gama, NorteShopping and
Centro Colombo.
Last but not least, we have finished the year in a strong financial
position, with our EBIT up by 9% to €104.8 million, and our costs
carefully controlled.

Q: to what extent was the Company able to meet its strategic
objectives?

a: Sonae Sierra’s strategy is to decrease our exposure to operational
assets so that we can release capital both for reinvestment in
developments and for the payment of dividends to shareholders. Parallel
to this we seek to increase the scope, depth and geographical
diversification of our retail real estate services.

Q: how are trends in consumer behaviour and the knock-on effect
that this is having on retailer’s expansion strategies affecting sonae
sierra’s own strategy?
a: Above all, digital technology and the consequent shift in consumer
behaviour brings far more opportunities than threats to a business like
ours. It is true that tenants are being more selective about their physical
presence. But it is clear that physical retail has a very important role to
play. Indeed, over the past few years, we have even seen many major
on-line retailers establish a physical presence, highlighting the trend
towards omni-channel retailing, which seeks to offer consumers an
integrated digital and physical shopping experience.
In this context, shopping centres need to focus on securing the best
locations; offering the greatest convenience; supporting digital services
and not least of all providing entertainment to deliver both a
complementary and differentiated experience from e-commerce. The
quality of our assets and our long-standing focus on creating unique
experiences for shopping centre visitors have put us in a strong position
to extract value from these changes in retail dynamics.
Beyond this, I foresee that by more deeply exploiting digital trends,
physical retail destinations could take on wider functions. We are
therefore still very confident in pursuing a strategy which is fully retailorientated, and whilst we are prepared to embrace mixed-use concepts
and are enhancing our competencies to support this, we will only pursue
mixed-use opportunities which include retail as a core component.

Q: at the end of 2017 we saw some very significant consolidation
activity in the shopping centre sector. Will these events have an
impact on sonae sierra’s business?
a: The recent mergers between high quality operators, developers and
investors are positive for the industry as a whole. They also underline
the validity of Sonae Sierra’s strategy: our ability to unlock development
and investment opportunities through a partnership approach offers us
a competitive advantage in a tight market, whilst our focus on expansion
into Latin America and Africa highlights our differentiation in terms
of geographical presence.
What is more, they prove that consolidation continues in Europe, and
we are attentive to the fact that another of our key markets is likely to
follow the same path. The Brazilian shopping centre market is currently
very fragmented with a significant volume of ownership among family
businesses and private investments.
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Q: in the wider global context, the movement to combat climate
change is continuing to gain momentum. has sonae sierra felt any
new pressures on this front?

a: Not yet, but we are already very well prepared for this. Over the years
we have fully embedded sustainability into our business; it is now an
integral part of the way we work.
Nonetheless, we have had to change the way we address sustainability
aspects in line with the shift in our business strategy. As we reduce our
ownership stake in the assets we develop and operate, we are no longer
able to assume full responsibility for sustainability improvements. Instead,
we are focusing on selling sustainability services to our partners and
clients, both for the projects and assets in which we hold a minority stake
in and those which we manage on behalf of third parties. This enables us
to deliver added value to clients and tenants, and the cost savings we have
achieved in our own portfolio demonstrates the strong business case for
them to invest in eco-efficient technology and behavioural practices.

Q: moving forwards, what are your strategic priorities for 2018?
a: We have several priorities for each of our different businesses.
On the developments side, we will aim to increase our development
pipeline by seeking new opportunities in the regions where we are
currently active and undertaking further research in markets where we
may look to make investments in the future, with a priority focus on
South America and Africa.
With regards to capital recycling, we are confident that with favourable
market conditions we will successfully realise our objectives. This will
encompass both the sale and acquisition of assets, with the preparatory
work accomplished in 2017 standing us in good stead to activate
opportunities in the coming year.
In 2017 we carried out a deep assessment of opportunities to grow our
retail real estate services business. Taking forward the learnings of
this project, in 2018 we will aim to enlarge our services platform so
that we can access new types of clients. Our strategy on this front will
be two-fold: our Investment Management business will seek to create
a new investment vehicle where we can act as a minority shareholder
and investment manager; whilst our Property Management and
Development Services business will seek growth through partnerships.
Ensuring that we build and retain the skills we need to deliver these
objectives is an ongoing challenge, and one which we are addressing
through significant internal projects like the Sierra Academy, an
immersive, interdisciplinary learning programme which we launched
in 2017, initially focusing on our Property Management business.
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Q: What external factors are most likely to influence your ability to
deliver these ambitions? are you optimistic about the coming year?
a: We are particularly attentive to political stability and macroeconomic
indicators – including interest rates and inflation – in the countries where
Sonae Sierra is operating.
In Europe, we don’t expect any major political instability. Whilst we are
closely following the situation in Spain following the Catalonia
referendum, we are yet to see an adverse impact on valuations or
consumer behaviour outside of the Catalan region.
In Brazil, where inflation has decreased significantly and the economic
outlook has much improved, we remain cautious as we await the
Presidential elections next October. We will continue to focus on
extracting value from existing assets and hold new development activity
on standby until we are assured that the future political direction is
supportive to investment.
Overall the outlook for 2018 is favourable. With the global economy now
growing at its fastest pace since 2010 and investment and trade growth
picking up, GDP is forecast to grow between 3.1% and 3.9%. Inflation
is expected to be moderate and we anticipate that interest rates, even
if they do rise, will remain low. In this context, investment and leasing
markets will remain stable, and investor appetite for real estate will
stay strong.
Altogether, this means that we enter 2018 on an optimistic footing with
favourable conditions in place to execute our strategy.
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The year at a glance
Key aChievements

investment management

property management

•

Acquired Área Sur in Jerez de la Frontera in Spain in a 15/85 joint
venture with AXA Investment Managers – Real Assets.

•

•

Acquired the Albufeira Retail Park and Continente Hypermarket
adjacent to AlgarveShopping through the Iberia Coop, an
investment fund with CBRE Global Investment Partners in which
Sonae Sierra holds a 10% share.

Increased tenant sales by 8.1% compared to 2016 at our shopping
centres under management, and rental income by 7.7% across our
investment portfolio (excluding Brazil).

•

•

Acquired MaiaShopping and GuimarãeShopping from the Sierra
Fund through a 20/80 partnership with Ocidental; with Sonae
Sierra retaining asset and property management services for the
two shopping centres.

Signed 26 new contracts for property management services
totalling more than €11.8 million across seven geographies, and
initiated the management contract of the CityLife Shopping
District in Milan.

•

Achieved a tenant satisfaction index of 5 out of 6 in Portugal
and Spain.

•

Sierra Portugal Fund sold AlbufeiraShopping and C.C. Continente de
Portimão to Portuguese fund manager Square Asset Management,
with Sonae Sierra retaining property management services.

•

Increased the eco-efficiency of our owned European portfolio,
achieving a 2.1% improvement in electricity efficiency and a
3.4% improvement in water efficiency.

•

Completed 16 acquisitions with a combined total value of
€173.8 million on behalf of the ORES Socimi, a listed investment
vehicle sponsored by Sonae Sierra and Bankinter Group in which
we are the operating partner and owner of a 3.75% interest.

•

Commenced the construction of the McArthurGlen Designer Outlet
Málaga adjacent to Plaza Mayor shopping centre, a 50/50 joint
venture between the Sierra Fund and McArthurGlen.

•

Concluded expansions at AlgarveShopping and Centro Vasco da
Gama, the refurbishment in CascaiShopping and commenced the
repositioning of the entire upper level of GranCasa.

Development services

•

Signed 157 new development services contracts totalling
€10.5 million.

•

Strengthened our presence in North Africa with new contracts in
Morocco and Algeria and entered the Baltic region for the first time
with a new services contract in Estonia.

•

Secured project management, design and architectural services
for the Centro Colombo office tower and shopping centre expansion
in Lisbon.

brazil

•

Increased like-for-like tenant sales by 6.4% and rental income
by 4.0%, compared with 2016.

•

Commenced works for the full-scale refurbishment of Shopping
Plaza Sul.

•

Completed the sale of land adjacent to Uberlândia Shopping for
a mixed-use project including a residential and office component,
and prepared master plans for the sale of similar land adjacent
to Parque D. Pedro Shopping and Passeio das Águas Shopping.

•

Increased the eco-efficiency of our owned portfolio, achieving a
3.2% improvement in electricity efficiency, 2.0% improvement in
water efficiency and 4.4% increase in the recycling rate.

Named Best Retail Developer at the SEE Real Estate Awards.

•

ParkLake named Best Retail Project of the Year at the SEE Real
Estate Awards, and Building of the Year SEE by the CEEQA
(Central Eastern Europe Quality Awards).

Sonae Sierra, Union Investment and 21Media awarded by the
Property Marketing Award 2017 in the “retail” category at Expo
Real for “First store by Alexa”.

•

Received a silver award for “Mall Activation Platform”, and the
Emerging Technology Award and a Special Distinction Innovation
for “Consumer Knowledge Model” at the 2017 ICSC Solal
Marketing Awards.

•

Sonae Sierra Brasil received bronze awards for “Team Management”
(Improving our Work) and “Expansion and Revitalization” (Parque
D. Pedro Shopping) in the ABRASCE Awards (Brazilian Council of
Shopping Centres).

•

Bright project short-listed for the EU Sustainable Energy Awards,
an initiative promoted by the European Commission’s Sustainable
Energy Week.

Developments

•

Agreed a joint venture partnership with Italian construction
company Impresa Pizzarotti & C. S.p.A. to build the Parma Shopping
District in Italy, consisting of a shopping centre and a retail park area.

•

Commenced the construction of Jardín Plaza Cúcuta in Colombia,
a €52 million investment in partnership with local operator
Central Control.

•

Completed the acquisition of the land for the construction of phase
two of Zenata Shopping Centre in Casablanca, Morocco.

aWarDs

•
•
•

Named Best Retail Development and Developer across the CEE
and SEE Region for ParkLake at the CIJ HOF (Hall of Fame) Awards.

•

Received the MSCI European Property Investment Award for Best
Performing Specialist Fund in the Portuguese market.

2017 In Review
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Key performanCe inDiCators

110.0

104.8

1,432

Consolidated net profit
(€ million)

EBIT
(€ million)

Real estate NAV
(€ million)

2017

110.0 䊲

2017

2016

181.2

2016

2015

141.7

2014

96.3

104.8 䊱

2017

1,432 䊱

96.5

2016

1,418

2015

105.1

2015

1,180

2014

106.1

2014

1,115

7,365

2.398

14.0

OMV of owned assets
(€ million)

GLA under management
(million m2)

Development ratio
(%)

2017

7,365 䊱

2017

2.398 䊱

2017

14.0 䊱

2016

6,956

2016

2.291

2016

12.2

2015

5,958

2015

2.298

2015

15.6

2014

6,006

2014

2.307

2014

10.8

96.0

4.7

30.8

Average occupancy rate
(% by GLA, across our owned portfolio)

Tenant satisfaction index at owned
portfolio (scale of 1 (‘not satisfied’) to 6
(‘very satisfied’))

Average hours of training per employee

2017

96.0 䊲

2017

4.7 䊲

2017

30.8 䊱

2016

96.6

2016

4.8

2016

27.6

2015

95.2

2015

4.7

2015

41.5

2014

95.5

2014

4.6

2014

39.8

1.65

388

3.3

Level 3, 4 and 5 accidents rate,
of our owned portfolio1

Electricity efficiency (excluding tenants) of our
owned portfolio (kWh/m2 mall and toilet area)

Water efficiency (excluding tenants) of our
owned portfolio (litres/visit)

2017

1.65 䊱

2017

388 䊱

2017

3.3 䊱

2016

1.84

2016

397

2016

3.4

2015

1.95

2015

413

2015

3.4

2014

2.12

2014

435

2014

3.5

performance trend
䊱

1

Improved

䡲 No change

䊲

Worsened

Number of accidents of level 3, 4 and 5 among tenants, service suppliers and visitors per million visits. Level 3, 4 and 5 accidents are defined as those resulting in medical
assistance, lost workdays/life disruption and fatality/permanent disability, respectively.
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Our company
our serviCes

We aim to be the partner of choice by developing long term
and reliable relationships with our clients, driven by a clear
emphasis on trust, efficiency and flexibility.
With more than 27 years of experience in the creation, development and management of retail real estate assets
and a highly distinguished track record, we identify market opportunities, partner with real estate investors and deliver
best-in-class retail real estate services for investors covering the full property lifecycle.

Development services
Sonae Sierra’s Development Services team has almost three decades of experience in designing and developing
shopping centres and other retail properties, including residential and office properties, spanning multiple countries.
With world-class analysts, architects, engineers and development managers, we are specialists in creating retail real
estate assets and mixed-use projects that reflect the surroundings, the culture and the communities in which we
build them. We have teams with expertise in all areas, who work together throughout the entire project enabling us
to optimise coordination, providing the best integrated solutions and saving time and costs for our clients.

property management services
Sonae Sierra’s Property Management team is a specialist in the management of retail real estate assets. We have
acquired state-of-the-art know-how that we apply in order to bring value to the management of each retail property.
We are able to provide skilled advice concerning the best way to attract top tenants and brands, ensure that the
tenant mix is appealing, prepare annual rent-rolls and efficient budgets for common charges, as well as prepare capital
investment budgets and meet all safety, health and environmental legal requirements. With a unique focus on retail
across all areas, including in relation to human resources, IT, operational procedures and research & development,
we are able to deliver outstanding property management services that set us apart from the competition.

investment management services
Sonae Sierra’s Investment Management team provides first class investment management services for a portfolio
of real estate funds and operating assets across Europe, with a particular focus on retail.
Our team is comprised of professionals with more than 15 years of wide-ranging expertise in the real estate market.
We are able to identify and implement value creation opportunities, and deliver high returns on the funds and assets
that Sonae Sierra manages. We have extensive knowledge and a well-informed understanding of the risk factors that
can influence the expected outcomes and returns on projects and assets. This allows us to take the appropriate
initiatives to mitigate such risks and minimise the impact of potentially negative external factors.
Our Investment Management services – which include Asset Management, Fund and Portfolio Management, Sales
and Acquisitions and Investment Strategy and Advisory – are tailored to the specific needs of each individual project
or investor in a way that allows us to maximise the potential benefits for our clients and optimise their returns
and profitability.

2017 In Review
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as of 31 DeCember 2017

48

79

2.398

14

shopping centres
owned with an OMV
of €7,365 million

shopping centres
managed and/or leased

million m2

projects under
development

4

€417

438

€5,617

funds under
management

million

million

million

rents received at owned
shopping centres

visits made to managed
shopping centres

tenant sales at managed
shopping centres

1,061

82

direct employees

past and current service
clients and partners
covering 23 countries

total managed GLA

parKlaKe
Bucharest, Romania
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Our company (continued)
WHERE WE OPERATE

Sonae Sierra operates from corporate offices in 12 countries.
Our experience providing services to clients spans over more
than 23 countries. During 2017, this included countries such
as: Portugal, Algeria, Brazil, Colombia, Estonia, Germany,
Greece, Italy, Morocco, Romania, Russia, Slovakia, Spain,
Tunisia and Turkey.

ESTONIA
GERMANY

AUSTRIA
SLOVAKIA
UKRAINE
ROMANIA

ITALY

SERBIA

SPAIN
PORTUGAL
AZERBAIJAN

CROATIA
MOROCCO

GREECE

TURKEY

COLOMBIA
TUNISIA
ALGERIA

LIBYA

ANGOLA

BRAZIL

MOZAMBIQUE

2017 In Review
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OUR PARTNERSHIPS AND KEY CLIENTS
Our business, quite simply, would not be what it is today without our past or current partners ( ) and service clients ( ). By partnering
with them, we can ensure we have financial strength, the ability to quickly gain an in-depth knowledge of markets and create new
opportunities. Some of our key partners and service clients are presented below.
ALGERIA
Ardis
Dahli
Immobis
Prombati
AZERBAIJAN
Baghlan Group
BRAZIL
Marco Zero
Família Sé
Tivoli EP
Credit Suisse HG

RUSSIA

CHINA

RUSSIA
RosEvro Development

COLOMBIA
Central Control

SLOVAKIA
J&T Real Estate

FINLAND
Keva
Ilmarinen

SPAIN
Armórica
Bankinter Group
Eroski Group
Iberdrola Inmobiliaria
Clásica Urbana
Grupo Soluciones

FRANCE
AEW Europe
AXA Investment
Managers – Real Assets
CNP Assurance
CDC
Foncière Euris
GERMANY
Deka Immobilien
&
Union Investment
Otto Family
DWS
Aachener Grundvermögen
BHG Gewerbe
Commerzbank
GREECE
Charagionis Group
IRELAND
Caelum Development

We share our proven track
record to best serve our clients’
interests and provide the right
advice for investors, while
delivering outstanding
shared value leveraged by a
sustainability driven strategy.

PORTUGAL
Bensaúde Group
Estevão Neves
Ocidental
Sonae RP
Sonae MC
&
CGD
Millennium BCP
GIL
Square Asset Management
The Edge Group

ITALY
Coimpredil
Impresa Pizzarotti & C. S.p.A.
Veneto Banca
Europa Capital Partners
Immobiliare Ametista
Generali Real Estate
MOROCCO
&
Groupe CDG
&
Marjane
&
SAZ
Actif Invest
Facenor
Foncière Chellah
ONCF

SWITZERLAND
Partners Group
THE NETHERLANDS
ING Developments
APG Investments
MAB Development
&
Redevco
TUNISIA
Mabrouk
Copit
TURKEY
Endülüs Gayrimenkul
Ildem Kooperatif
Krem Turizm
Özdemir Boru Profil
Şölen
UAE
&

Al Futtaim

UNITED KINGDOM
Aberdeen Property Investors
Grosvenor Group
McArthurGlen
Rockspring
Schroders Investment Management
Scottish Widows
Doughty Hanson
USA
AIG
CBRE Global Investors
CBRE Global Investment Partners
Madison International Realty
TIAA-CREF
TH Real Estate
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Our business model and strategy
Our business model supports our vision. It is underpinned by our
business and sustainability strategies that aim to deliver sustainable
financial returns in the short, medium and long term, while creating
shared value for our investors, clients, society and the environment.
The combination of our know-how, our commitment to innovation and our long term approach has enabled us to create
a unique business model that embraces investment management, developments, property management, and
development services. Financed by a prudent combination of equity and debt, our capital is employed in a geographically
diverse portfolio ranging from greenfield sites to acquisitions with development and/or expansion potential.
Our track record, the quality of our services and our ability to create financial and social value for stakeholders
throughout the entire retail real estate asset lifecycle constitute a competitive advantage, and have enabled our
business to expand across multiple countries and win more than 175 industry awards.

business moDel

l

New projects

l

Financing

l

Execution

Developments

l

Architecture

l

Engineering

l

Licensing

l

investment
management

l

Asset management

l

Fund management

Capital

Development
services

property
management
l

Operations

l

Leasing

l

Marketing

Development and project
management

2017 In Review

organisational struCture
sonae sierra is organised into five autonomous businesses: investment management, Developments, property management,
Development services and brazil.

investment management
investment management manages a portfolio of real estate funds and operating assets across Europe. It offers first class
investment services to select investors.
The business identifies and implements value creation opportunities across its portfolio of assets and acquires operating assets
or development projects, including the ones developed by Sonae Sierra’s Developments business, in partnership with institutional
investors to create further value and allow Sonae Sierra to undertake and finance other development projects. Building relations
with key partners, Investment Management also retains positions in existing assets with a medium to long term horizon, and
maximises indirect returns by channelling services to other businesses such as Property Management.

Developments
Developments sources and delivers real estate developments on behalf of Sonae Sierra and other co-investors.
The business is responsible for delivering services related to the financing and execution of new Sonae Sierra projects. Its preferred
investment style is to partner with another investor on a 50/50 basis for each project, aiming to sell its stake to a third party
after completion (preferably through Investment Management) in order to finance new developments. It engages with partners
and suppliers to ensure the effective adoption and implementation of high standards of quality and sustainability. It also fosters
creative and pioneering approaches that are adapted to local communities’ needs, are respectful of local values and culture and
create value based on a sustainable and long term approach.

property management
property management provides operations, leasing and marketing services.
With a client-centric approach, Property Management aims to align its interests with a diverse range of investor clients in order
to maximise revenues, margins and assets’ long term values. The business prides itself on maintaining strong relationships with
tenants, guaranteeing effective and efficient standard operating procedures, and on piloting innovative concepts to engage
and entice consumers.

Development services
Development services provides real estate development solutions to clients worldwide.
The business applies its expertise to provide a wide package of development services encompassing licensing, architecture,
engineering, development coordination and project management, adhering to its core principles of innovation and client focus.
It also partners with select, high quality sub-contractors to serve a greater scope of projects. The business serves a diverse range
of client types and aligns its interests with theirs in order to maximise engagement, revenues and margins.

brazil
sonae sierra brasil is listed on the BM&F BOVESPA (the Brazilian Stock Exchange) with a 33% free float; the remainder is a
50/50 partnership between Sonae Sierra and the German investor Alexander Otto.
Sonae Sierra Brasil’s business operates autonomously and is focused on investing, developing and managing shopping centres
in Brazil.
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Our business model and strategy (continued)
our business anD sustainability strategy
Our over-arching objective is to deliver value for our clients and grow our business through a combination of increasing our exposure to developments
and expanding the provision of professional services. We have a robust strategy which supports our vision to develop and service vibrant retail-centred
properties, and is aligned with the specific goals of each of Sonae Sierra’s businesses.
Our sustainability strategy focus on creating shared value and safeguarding our, and our clients’, continued capacity to do business in the short,
medium and long term, by tackling the most significant sustainability risks and opportunities facing retail real estate.
Both strategies are underpinned by our approach to risk management.

our business strategy – pillars to Deliver sustainable finanCial returns

increase development exposure

expand professional services

We aim to increase our exposure to developments in Europe
and emerging markets. This will be achieved through a
combination of acquiring exposure to new development
opportunities and reducing our exposure to investment
properties. We will also shift from a shopping centre focus to
exploring urban regeneration and mixed-use development
opportunities that are retail-centred. We will reduce the
financial capital invested over the long term through our
capital light strategy and investors will be invited to share the
risk and return.

We have affected a paradigm shift in our business model to
become an outward-looking, client-focused company. Within
this model, we will intensify our focus on providing retail real
estate services to clients. When executed alongside our
disciplined approach to the use of capital, service provision
allows us to maximise returns, enter new markets and build
new relationships. This in turn enables us to optimise the
resources of the company under market fluctuations and
improve know-how on markets, partners and projects.

Capital recycling
Capital recycling transverses both pillars of our strategy. Within the context of
increasing investor demand for retail assets in European markets, but ongoing
constraints in accessing debt to support business growth, capital recycling acts as an
enabler to our future growth by releasing capital to finance new developments,
reducing our exposure to investment risks, and protecting future returns by securing
management contracts. This will be achieved by selling new projects after completion,
preferably through Investment Management, which will keep a minority position; and
reducing our investment in our core portfolio to a minority position through which we
can ensure a foothold to provide services.
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our sustainability strategy – three priorities to Create shareD value
Our core sustainability activities are organised under three focus areas that aim to create shared value for our business, investors, the environment
and society. With this strategy, we aim to protect the long term value of our assets by managing operational risks and increasing resource efficiencies;
to deliver an outstanding service and experience to investors, partners, service clients, tenants and visitors; to reduce our corporate office impacts;
and attract and retain talented people in our Company.

safe people and resource resilience focuses on
controlling safety and health risks, reducing environmental
impacts and improving the eco-efficiency and the
resilience of our operating assets, developments,
expansion and refurbishment activities.
It responds to a context in which safety, health and
environment (SHE) regulations are tightening,
and when growing pressure on natural resources
implies the risk of increased energy, water and
materials costs.
Our activities cover the range of procedures and
services that align with our Safety, Health and
Environment Management System, eco-efficiency
and resource resilience initiatives. It captures the
value created for our investment partners and
service clients by delivering SHE-related services,
sustainable building certifications and by
developing resilient assets.

future fit retail focuses on anticipating
future retail trends, pioneering new concepts,
Sustainability-Orientated Innovation, and other
relevant sustainable innovation themes that have
been championed by our Marketing Department and
Innovation Office.
It reflects the fact that retailers are needing to adapt to
rapidly advancing digital technology, and that the role of the
store and nature of the retailer/customer relationship are
changing significantly.
Our activities include promoting new retail concepts; creating
a ‘sense of place’ and thriving community in the shopping
centres we manage and exploring the interface between
sustainability and innovation to boost footfall and sales.
This also encompasses providing retail formats that
support entrepreneurship, including start-ups; small
and local businesses.

Through the Knowledge area of our strategy we aim first and
foremost to deliver value for our business and clients by building
the human and intellectual capital required to consolidate our
transition to a retail real estate services provider model, while
ensuring high levels of staff productivity and attracting and retaining
the best talent.
Secondly, by embedding more sustainable lifestyles among our
employees we aim to contribute to higher levels of employee
resilience and productivity through improved health and wellbeing.
Key activities include developing and delivering practical,
hands-on training that offers immediate value, and capitalising
on our in-house expertise to nurture talent through forums
such as the Sierra Academy.
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Performance and future outlook
the WiDer Context
A supportive macroeconomic environment in Sonae Sierra’s core
markets gave rise to positive outcomes in 2017.

The Eurozone economy expanded at its fastest pace since 2007, with
GDP growth of 2.5%. Notable gains were made in Portugal, Germany and
Italy, and in Spain growth remained robust in spite of the uncertainty
wrought by the Catalonia referendum. In Brazil we saw steady
improvement through the year as inflation was brought under control
and interest rates decreased, supporting an upturn in domestic
consumption and investment activity. In this context, we delivered net
results above expectations; maintained our margin and secured new
finance under favourable conditions whilst reducing the total interest
paid on our loans.

The Portuguese economy was particularly buoyant. GDP increased by
2.6% and unemployment shrunk to 9.2%, its lowest level since 2008.
The positive impact on public and private finances has resulted in
Portugal’s credit rating being raised from junk status to investment
grade, signalling a boost to foreign investment in the country.
In Spain, GDP increased by 3.1%, spurred on by growth in private
consumption and strong levels of employment creation combined with
low inflation. Economic performance across the country as a whole
remained stable in spite of the political tensions caused by the Catalan
bid for independence.

groWth in sales, rents anD asset values in iberia
exCeeDs expeCtations
In Europe, growth in tenant sales of 8.0% drove a 7.7% increase in rental
income across the continent as a whole, meaning that we achieved real
rental growth – above the recuperation of previously discounted rents –
for the first time since the pre-crisis years.
norteshopping
Matosinhos, Porto, Portugal
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Against this backdrop, there has been a renewed push from the occupier
side of the market, reflected in the fact that Sonae Sierra’s occupancy
rates were up to 99.1% in Portugal (compared with 98.5% at year-end
2016) and 94.4% in Spain (93.6% in 2016). Moreover, investor appetite
has remained strong across the Iberian Peninsula. Asset values have
increased and yields have contracted, with this trend now reaching nonprime as well as prime assets.

favourable marKet outlooK, notWithstanDing some
unCertainties anD Challenges

positive performanCe in brazil boosteD by
eConomiC reCovery

In Spain, internal demand and exports have been driving forces for
growth and net employment is expected to rise, spurred on by the
expansion of the professional services and technology sectors. Market
reactions to the events in Catalonia have so far been subdued, but there
is a risk that a protracted political crisis over the region’s future could
impact on investment activity across the country as a whole. If Spain is
able to remain united, then it is likely that economic progress will
continue apace, creating a context that is supportive to Sonae Sierra’s
operations in Iberia as a whole and that will enable us to proceed with
our capital recycling objectives and fund activities.

Following two years of negative growth, the Brazilian economy started
to pick up and by the end of the year GDP was up by 1.1% and inflation
significantly reduced, allowing for real incomes to rise and interest rates
to fall. This has fuelled impressive growth in consumption, with the effect
that sales across Sonae Sierra’s shopping centres were up by an average
6.4% and rental income increased by 3.6%.
We maintained our productivity in gross lettable area (GLA), and reduced
vacancy rates in our major Brazilian assets. Three regional shopping
centres which we inaugurated in the years immediately preceding the
recession are performing below the portfolio average in terms of
occupancy as their maturity time has been lengthened by the downturn,
but we are seeing positive signs of progress in these locations too. On
the other hand, yields across all real estate sectors have not contracted
in spite of the positive evolution in inflation and interest rates, meaning
that our asset values are yet to recover.

suCCessful re-finanCing reinforCes soliD Core
finanCial position
2017 saw positive developments with regards to Sonae Sierra’s nonoperational indicators. We were able to decrease the overall interest rate
paid on our loans meaning our average cost of debt now stands at 3.8%,
(3.1% excluding Brazil), compared to 4% registered in 2016.
We were able to refinance all of the assets which we intended to,
refinancing €729 million on a 100% basis. This is important not only for
our own financial management but also demonstrates the added value
created for the assets’ co-investors. Most of the assets refinanced are
located in Portugal and Spain, highlighting once again the supportive
impact of the improved macroeconomic conditions in these countries.
The actual valuation of all the assets in our investment portfolio has
increased through the course of the year, so in spite of having increased
our debts we have maintained a very prudent Loan-to-Value ratio (LTV)
at 30.2%. What is more, we have taken the opportunity to extend the
length of our debt maturities and spread them effectively, and we have
decreased the interest rate in spite of having increased the loans overall
for each of the shopping centres that we have refinanced.
The strength of our core financial position stands us in good stead to
progress with all three axes of our strategy, as it enables us to pursue
capital light investments in new developments, assets and funds, and
finance the growth of our services business without having to rely
exclusively on bank debt.

Within Europe, our core markets of Portugal and Spain offer good
prospects for 2018. Foreign investment in Portugal is set to maintain
traction and the ongoing expansion in tourism and export industries will
create new jobs and bolster consumer spend. The general government
deficit and the structural balance are expected to remain stable.

We do not expect any major changes in Italy and Germany. In Romania,
where private consumption is yet to tally with GDP growth, we anticipate
that retail sales will continue to grow and hence we continue to bet on
investment through developments in this market.
In Brazil, Presidential elections in 2018 could change the financial and
economic policies currently being pursued. GDP is expected to grow
by around 2.4% in 2018, with the positive global economic outlook
boosting export growth in this commodities-based economy. If internal
reforms are effectively implemented, recovery is likely to be sustained
and investment activity will increase, heralding a positive impact
on shopping centre valuations and opening up opportunities for
acquisition activities.
Within North Africa we are particularly positive about the outlook for
Morocco, and expect to gradually increase the scale and scope of services
in this country. Turkey is a substantial market which is difficult to enter
through investments, but where we have an opportunity to expand our
services business we will pursue it.
At a global level, we are faced with the challenge of increasing regulation.
Whilst we emphatically support the principles of regulation to control critical
financial, security and ethical risks, the regulatory environment has
regretfully become too complex and expensive, and we are yet to be
assured that it is achieving its intended outcomes. Most significantly for
our business, regulation creates obstacles to entry into new markets and
causes delays to investments. Nonetheless, we strongly believe that it is
of utmost importance that we guarantee compliance with all applicable
regulations, and on this basis we are taking a cautious approach to
investments in emerging markets, investing only where we are convinced
that the long term gains will outweigh the short term costs.
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Performance and future outlook (continued)

operational performanCe
ConstruCtion unDerWay at CúCuta in Colombia
2017 was a very active year for our Developments business. In November
Sonae Sierra and local partner Central Control commenced the
construction of Jardín Plaza Cúcuta in Cúcuta, the sixth largest city
in Colombia. Comprising a total investment of €52 million and
encompassing a gross lettable area (GLA) of 43,000m2, Jardín Plaza
Cúcuta will be the largest shopping centre in the city when it opens at
the end of 2018. The centre will boast 180 retail units representing local,
national and international brands and is expected to generate
employment for around 4,500 people through its construction and
operational phase combined.
The development of Jardín Plaza Cúcuta represents an important,
strategic project for Sonae Sierra. Not only does this 50/50 joint venture
enable us to increase our exposure to developments and emerging
markets; it also signals our entry into a market which offers good
prospects for future shopping centre projects and we are already actively
assessing two other opportunities in major Colombian cities.

neW joint venture Development agreeD in italy
Another highlight for our Developments business in 2017 was the
agreement of a joint venture partnership with Italian construction
company Impresa Pizzarotti & C. S.p.A. to build the Parma Shopping
District which consists of a shopping centre and a retail park area. This
project comprises a €210 million investment in the Municipality of Parma
in the Emilia Romagna region of Northern Italy, and includes the
development of the retail destinations as part of the wider Parma Urban
District regeneration scheme. The shopping centre and retail park area
will offer a combined total of around 74,300m2 of GLA and house around
170 units including operators such as Primark, Inditex and Conad
supermarket. They will serve a catchment area of over 700,000 residents
within 45 minutes’ travel time.
The opportunity to co-develop the scheme was secured through a
combination of adept market research and our strong partnership
culture. Indeed, our track record of successful partnerships is known to
the market and offers us a competitive advantage, especially vis-à-vis
larger competitors.

ploughing aheaD With projeCts in germany
anD moroCCo
During 2017 we continued to prepare our project for the redevelopment
of an industrial site in Nuremberg, Germany, which will encompass
a mixed-use scheme with a strong retail component. Whilst the
regeneration element of this project makes it much more challenging
than a greenfield development, we have great expectations for the
ultimate transformation of the existing building and the creation of a new,
independent structure for residential or other uses. Our main priority
for the first half of 2018 will be to secure a partner so that we can proceed
with the final planning stages and commence construction works.
At the end of 2017 we also completed the acquisition of the land for the
construction of Zenata Shopping Centre in Casablanca, Morocco,
together with our joint venture partners Marjane, Al Futtaim and Société
d’Aménagement de Zenata (Groupe CDG). We are now confident that
we will be able to begin construction works early in 2018.

builDing a Development pipeline With a foCus on
exCellent loCations
In 2018 we will continue to analyse new potential projects to add to our
development pipeline. In keeping with our strategy, we will balance risk
by focusing on redevelopment and mixed-use projects in mature
markets in Europe, whilst seeking greenfield opportunities within
emerging markets.
Securing the best locations has become ever more critical. On the one
hand, retail operators are curbing their expansion plans to concentrate
on establishing fewer, larger stores in key locations. On the other hand,
the consolidation of the shopping centre sector in mature markets
emphasises the importance of location as a potential advantage in an
increasingly competitive marketplace.
These trends highlight the need to be increasingly flexible in terms of
planning and design; indeed, our recent experience of developing
ParkLake in Romania has shown that greater flexibility is key to success.
As the retail sector evolves at an accelerated pace, we will continue to
provide solutions to accommodate requests from tenants, investors and
other stakeholders, whilst ensuring that we can provide original,
compelling experiences to entice visitors on an ongoing basis. As a
confirmation of the quality of our architectural design and development
management approach, we were particularly proud to receive three
international awards and a BREEAM Excellent Certification for Design
for ParkLake.

Development ratio (%)
2017

14.0

2016

12.2

2015

15.6

2014

10.8

2013

9.4

Capital reCyCling through aCQuisitions anD
Disposals in iberia
The European real estate investment market became increasingly
competitive in 2017 due to high volumes of liquidity and historically low
interest rates, making commercial property a very attractive asset in
terms of risk and return. Due to the scarcity of investment targets yields
were pushed down, driving prices up. Nonetheless, we exceeded our initial
expectations by completing one joint acquisition and two on behalf of
the Iberia Coop fund, as well as numerous purchases on behalf of the
ORES Socimi.
We acquired Área Sur shopping centre in Jerez de la Frontera in the south
of Spain in partnership with AXA Investment Managers – Real Assets.
This asset, which encompasses 47,000m2 of GLA, is one of the largest
shopping centres in the Andalusian region and benefits from an
advantageous location frequented by a large number of tourists. The
centre is held in an 85/15 joint venture, with Sonae Sierra owning the
minority stake whilst assuming the role of operating partner and
providing property management services.
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Case study
jardín plaza Cúcuta: A unique destination which celebrates the
natural environment and traditional culture of north-east Colombia
A distinctive facet of Sonae Sierra’s development
approach is our ability to draw inspiration from
local culture in order to create inspiring
architectural projects, creating places where
visitors can enjoy deeper experiences and a sense
of belonging. At Jardín Plaza Cúcuta, our first
development in Colombia, we will offer residents
a unique shopping and entertainment venue that
also acts as a catalyst for local economic
development.
Jardín Plaza Cúcuta will be an open-air shopping
centre inspired by local ecology that immerses
visitors in the textures and colours of the tropical
environment. It will encompass nature-based
architectural concepts, including plants and water
features; whilst celebrating the culture of
traditional markets, handicrafts, costume and local
celebrations. What is more, Jardín Plaza Cúcuta will
implement Sonae Sierra’s Safety, Health and

Environment Development Standards and target
ISO 14001 and OHSAS 18001 environmental and
safety and health management certification for its
construction works. The site will include green
areas for community enjoyment; pedestrian and
cycling paths and play areas. It will retain 30
ancient indigenous trees and provide a habitat for
7,000 newly-planted trees along with a large
variety of plant species.
Not only is this approach better for the
environment but research suggests that
customers are likely to visit more, shop more and
stay longer in retail centres which offer natural
surroundings and greenery. The strong interest
generated by Jardín Plaza Cúcuta confirms
the strength of this approach, and makes us all
the more confident about the future success
of this exciting new destination.

gla – 43,000m2

parking spaces – 1,800

open Date – end of 2018

Developers – Sonae Sierra and
Central Control

shops – 180

JARDÍN PLAZA CÚCUTA
Cúcuta, Colombia
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Iberia Coop, an investment fund with CBRE Global Investment Partners
in which Sonae Sierra holds a 10% share, acquired the Albufeira Retail
Park (11,150m2) and adjacent Continente Hypermarket premises
(16,155m2) in the Algarve region of Portugal. The assets are located
alongside AlgarveShopping, which was acquired by Iberia Coop from the
Sierra Fund in 2016. Through this strategic acquisition, Iberia Coop is
now able to control the wider retail offer around AlgarveShopping.
With regards to disposals, we were not able to complete the planned
placement of the Core Plus Venture portfolio, an offshoot of the Sierra
Fund which is currently owned by Sonae Sierra and APG Investments.
This was as much due to complexities of joint venture ownership at asset
level as to investors’ perceptions of the value differential between core
and less core assets. We therefore agreed to sell the 10 assets on an
individual or sub-portfolio basis, engaging with joint venture partners at
the asset level to promote the sale of their stakes as well. Consequently,
the sale of GuimarãeShopping and MaiaShopping (both in northern
Portugal) were agreed shortly before the end of the year. These assets
will now be held in partnership between Ocidental and Sonae Sierra, with
Sonae Sierra continuing to provide asset and property management
services for both shopping centres.
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Last but not least, at the end of the year we concluded the sale of
two assets from the Sierra Portugal Fund, AlbufeiraShopping and
C.C. Continente de Portimão (both located in the Algarve in southern
Portugal) to Portuguese fund manager Square Asset Management. With
these transactions, Sonae Sierra will no longer own any share in the two
assets, but will continue to provide property management services.

very positive funD performanCe bolstereD by
favourable marKet ConDitions
Our Funds delivered very good returns in 2017 owing to two main factors.
Firstly, the geographical location of the Funds’ assets allowed us to
benefit from the favourable macroeconomic conditions in Portugal and
Spain. Secondly, the significant amount of liquidity in the investment
market coupled with the scarcity of product has led to substantial
reductions in capitalisation rates, leading to an increase in valuations.
With regards to our direct results, we have eliminated or significantly
reduced the temporary discounts which were offered to tenants in order
to maintain high occupancy rates during the years of economic crisis.
This has enabled us to exceed the target net operating income (NOI) for
the Funds, which is now close to pre-crisis levels, and some prime assets
within the Funds are already delivering values higher than those
recorded pre-crisis.

Centro vasCo Da gama
Lisbon, Portugal
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Performance and future outlook (continued)

The yield movement we have seen in Iberia has had a positive impact on
our indirect results, with Open Market Values (OMV) up by 3.7% compared
to 2016. On the downside, it has contained the Funds’ range of potential
acquisition targets by limiting opportunities for value creation.

It plans to invest €400 million in 2017 and 2018 combined, of which
€200 million will be funded through equity and the remaining 50%
through debt. Sonae Sierra holds 3.75% of the underlying shares and
provides asset and property management for the Socimi.
By the beginning of 2018, Sonae Sierra had completed 22 acquisitions
with a combined total value of €266.4 million on behalf of the ORES
Socimi (16 of which had been finalised in 2017). In keeping with the
strategy agreed, we have targeted acquisitions in strong locations
(predominantly urban areas), focusing on five asset types (high street
retail; supermarkets and hypermarkets; retail parks; stand-alone units
and bank branches) with a diversity of well-regarded operators.

open market value (omv) of owned assets
(€ million)
Sonae Sierra share
Total Value
3,179
2017

7,365
3,200

2016

6,956

Bolstered by the success of the ORES Socimi, over the next two years
we will seek to develop other investment vehicles which will allow for
Sonae Sierra to hold a minor stake and deliver asset management
services in partnership with a dominant investor.

3,203
2015

5,958
3,147

2014

6,006
2,996

2013

5,638
3,046

2012

5,789

With regards to the sustainability performance of our Funds, all
maintained their ‘Green Star’ status in the Global Real Estate
Sustainability Benchmark (GRESB). Among institutional investors
there is a clear drive towards sustainability practices; some of our
investment partners have stipulated GRESB participation as a
requirement for their investments, whilst others are requesting more
detailed reporting of sustainability performance at an asset level, which
we deliver as part of our asset level certified Safety, Health and
Environment Management Systems.

unloCKing value through signifiCant expansion anD
refurbishment aCtivity
Through the course of the year we proceeded with a significant
renovation programme to enhance the value of a number of our assets
in Iberia. In the first half of 2017 we concluded small expansions at Centro
Vasco da Gama and AlgarveShopping (both in Portugal), and we have
important expansion activity underway at our flagship assets in Lisbon
and Porto: Centro Colombo and NorteShopping.
In Spain, we initiated the repositioning of the entire upper level of
GranCasa in Zaragoza. 2017 also saw us commence the construction of
the McArthurGlen Designer Outlet Málaga adjacent to Plaza Mayor
shopping centre. A 50/50 joint venture with leading designer outlet
investor and developer McArthurGlen, this €140 million project will
deliver more than 30,000m2 of retail space in two phases dedicated to
luxury and designer trademarks offering products at discounted prices.

suCCessful implementation of the ores
soCimi strategy
In December 2016 we created a new real estate investment vehicle,
the ORES Socimi, in partnership with Spanish bank Bankinter Group.
The purpose of the Socimi is to generate value for its clients through
the long term management of retail assets in Spain and Portugal.

We are aware that a number of investors that are looking for new
opportunities to invest in real estate are keen to partner with entities
which have proven expertise in the ownership and management of
different asset classes, and we are already enhancing our competencies
to match these requirements. We benefit from a broad geographical
presence; a history of strong and successful partnership with tenants,
investors, financiers and local governments; and a proven track record
of developing and managing high quality commercial real estate
spanning almost three decades, all of which positions us very well to
co-invest and manage other asset classes within the sector. What is
more, our integrated approach to sustainability, which is holding high on
many investors’ agendas, adds a distinctive competitive advantage and
helps us to have a long term positive impact on our industry.

tenant sales anD rents exCeeD expeCtations
2017 was a very positive year for Sonae Sierra’s Property Management
business. The performance of our total portfolio under management,
which includes retail properties managed on behalf of third parties, both
in Europe and new markets, was broadly aligned, with tenant sales up
by 8.1% compared to 2016, a 2.6% increase on a like-for-like basis. Rental
income across our owned portfolio grew by 7.7%, a 2.6% increase on a
like-for-like basis. Occupancy rates stood at 97.1% for the European
portfolio as of 31 December 2017.
rents received at owned shopping centres
total rents
2017

2016

% 17/16
Liketotal for-like

Portugal
Spain
Italy
Germany
Greece & Romania

201.0
51.7
23.6
43.4
13.0

188.7
45.2
24.8
43.5
6.7

6.5%
14.3%
-4.7%
-0.3%
95.1%

Europe

332.7

308.9

7.7%

2.6%

Brazil (€)
Brazil (R$)

84.7
304.5

76.7
294.0

10.4%
3.6%

10.9%
4.0%

total sonae sierra

417.4

385.6

8.2%

4.2%

Figures in € million

4.6%
1.3%
-4.7%
-0.3%
-1.8%
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Case study
ores socimi: a promising partnership for real estate investment
Having identified an opportunity to create an
investment vehicle to serve private banking
clients, Bankinter Group and Sonae Sierra
launched the ORES Socimi with an objective to
acquire and manage retail real estate assets with
long term growth potential in Spain and Portugal.
Within a month of its launch, the ORES Socimi
raised 50% of its funding requirements through
equity and was able to pursue investments
without relying upon external financing.
Sonae Sierra exploited the networks and market
intelligence of both partners to identify over 270
potential target assets. We selected the
investments which aligned best with the ORES
Socimi’s strategy, and having taken the decision
to not initially leverage the acquisitions, the ORES
Socimi was able to complete acquisitions with
flexibility and speed. Indeed, within 12 months of
the Socimi’s initial capital increase, we were able
to complete 22 acquisitions with a combined
total value of €266.4 million.

launch date – February 2017
number of assets in portugal – 13
number of assets in spain – 9

The investments made comply with the criteria
of risk diversification and meet the profitability
objectives committed to in the vehicle’s business
plan. All assets currently maintain occupancy
rates of 100% and rental contracts with a
weighted average unexpired lease term (WAULT)
in excess of 34 years. These advantages,
combined with the positive macroeconomic
outlook for the region, give us confidence that
the portfolio will offer stable and attractive
returns to clients.
The successful construction of the ORES Socimi’s
portfolio not only provides testament to the
partners’ proven retail investment and asset
management expertise, but also demonstrates
that significant opportunities can be unlocked
through our partnership approach.

ores soCimi asset
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sales and visits at managed shopping centres

2017

sales
2016

total

% 17/16
Like-for-like

2017

2016

total

% 17/16
Like-for-like

Portugal
Spain
Italy
Germany
Greece & Romania

2,389.5
584.3
309.6
717.0
131.5

2,222.7
511.7
315.3
728.7
48.2

7.5%
14.2%
-1.8%
-1.6%
172.9%

5.1%
2.3%
-7.4%
-1.6%
9.1%

187.2
55.3
25.6
51.8
14.1

184.2
50.5
25.3
53.7
6.9

1.6%
9.4%
1.1%
-3.5%
103.0%

1.6%
0.0%
-6.0%
-3.5%
-0.3%

Europe

4,132.0

3,826.5

8.0%

2.6%

333.9

320.7

4.1%

0.0%

8.8

4.2

109.6%

–

7.8

12.4

-37.4%

3.0%

Brazil (€)
Brazil (R$)

1,476.0
5,302.9

1,301.3
4,984.8

13.4%
6.4%

13.4%
6.4%

–
96.4

–
97.1

–
-0.7%

–
2.3%

total sonae sierra

5,616.8

5,132.0

9.4%

4.8%

438.1

430.2

1.8%

0.5%

New Markets

visits

Sales in € million
Visits in million

These results were mostly driven by the favourable market conditions
in Iberia. Indeed, like-for-like sales increased by 5.1% and rents by 4.6%
in Portugal, where 23 (59% by value) of the assets in our European
investment portfolio are located.
In Spain sales grew by 2.3% and rents by 1.3% (like-for-like). What is
more, tenant sales across the assets we manage outperformed the
national retail index, highlighting not only the quality of the portfolio
but also the achievements of our management approach.
Absolute tenant sales and rents grew in Romania, with ParkLake
improving its operational performance on a month-by-month basis.
In Germany and Italy, where we manage a total of 13 assets,
performance was not as strong as in Iberia, but it was nonetheless in line
with our expectations.

neW gla unDer management in spain, italy anD
north afriCa
We added new GLA to our portfolio under management, winning new
property management services across Spain, Italy and North Africa. The
most significant of these was Área Sur, a shopping centre of 47,000m2
in Southern Spain which was acquired by AXA Investment Managers –
Real Assets and Sonae Sierra in June 2017, and where we are deploying
our effort and skills to improve the operational performance of the asset.
As part of our important contract with Generali Real Estate in Italy,
we also took on the management of the CityLife Shopping District in
Milan when it opened in November, having completed the leasing for this
32,000m2 asset.
portfolio under management

occupancy rate at owned shopping centres (% by GLA)

GLA (million m²)

2017
2016

2017

99.1%
Portugal

98.5%
94.4%

Spain

93.6%

Number of contracts with tenants
2.398 / 9,379

2016

2.291 / 9,086

2015

2.298 / 8,975

2014

2.307 / 8,289

2013

2.303 / 8,288

2012

2.261 / 8,428

98.0%
Italy

99.3%
95.6%

Germany

95.1%
89.6%

Romania

95.9%
97.1%

Europe

97.1%
92.5%

Brazil
total
sonae
sierra

94.8%
96.0%
96.6%

The quality of our staff and professional approach; the breadth of our
experience and our relentless focus on value creation continue to
support our differentiation as a service provider in the property
management sector. We are focusing our efforts on accelerating the
growth of our business and increasing our relevance in the markets
where we are present. Specifically, this includes developing and hiring in
competencies to increase the scope of our offer and reviewing our
management processes in view of increasing efficiencies. As a greater
number of real estate owners look to outsource the full scope of property
services to one single provider, we ultimately want to ensure that we are
in a position to fulfil the breath of their needs with expertise that spans
a wide range of disciplines, geographies and asset types.
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Performance and future outlook (continued)

innovative retail ConCepts anD fresh tenant mixes
enhanCe visitor experienCe

eCo-effiCienCy initiatives Deliver value for shopping
Centre oWners

As the retail trends we have already identified continue to play out, we
are taking every available opportunity to refresh tenant mixes and
introduce new brands, concepts and segments such as wellness,
nutrition and artisan stores. For example, we continue to promote ‘Shop
Spots’ and ‘Flash Stores’ as part of our Mall Activation (speciality leasing)
programme, which maximises income generation opportunities within
the mall and other areas outside of shop units whilst increasing the
diversity of the tenant mix.

Sustainability is integral to our property management approach. All of
our teams take responsibility in delivering sustainability targets and we
assess the performance of every asset we manage against minimum
safety, health and environment standards. On the whole, our co-investors
and clients are very supportive of these endeavours, especially as we can
demonstrate value created through reduced operating costs and
reputational benefits. In the markets which we have entered more
recently and where the external drivers for sustainable property
management are not as strong, we are actively engaging our clients to
make them more aware of sustainability issues and seeking to
demonstrate the business case for a more responsible approach.

We are currently preparing to launch two new concepts: Mall Premium,
which encompasses a themed area offering luxury experiences and
brands, and Food Market, which mixes dining with take-away food and
non-food products in a gastronomic setting. These will be introduced
into the Portuguese market as part of the NorteShopping refurbishment
along with a range of other pilot projects such as concierge services and
retail lab, which offers retail space with a unique ambience.
At the same time, our Market Intelligence department has been
developing new tools on the retail intelligence front, trialling a new model
for customer segmentation analysis and a new product market
assessment process in five shopping centres undergoing refurbishment
and expansion. These tools enable us, among other things, to gather
new and deeper insights about the changing dynamics of consumers’
motivations and expectations.

ghg emissions of our owned
portfolio and corporate offices
– ghg protocol scopes 1 and 2,
plus business air travel

electricity efficiency
(excluding tenants)
of our owned portfolio
(kWh/m² mall and toilet area)

(tCO²e/m² GLA)
2020

0.013

2020

400

2017

0.017

2017

388

2016

0.015

2016

397

2015

0.018

2015

413

2014

0.020

2014

435

a Comprehensive Digital programme to support
tenant sales
With an ever larger share of purchases being made through digital
devices, we are continuing to evolve and implement “Go Digital”, our
medium term plan for digital development in shopping centres which we
launched five years ago.
As a part of this project, we have been focusing on improving digital
interactions with shopping centre visitors and generating innovative
solutions that enable us to communicate more effectively with
customers and convert digital traffic into tenant sales. Initiatives include
Promotion (formerly PromoFans®, a fully-integrated digital sales
platform that is already well established in Portugal and Spain), News
(previously our ‘What’s On’ broadcasting guide) and Fashion (developed
from our Fashion4Me digital stylist).
During 2017 our digitally-equipped information desks have also proven
successful as we enhanced our digital platforms further by strengthening
the relevance and entertainment value of our content in relation to
promotions, fashion, events and shopping centre features. The purpose
of this is to generate added value to visitors that extends beyond their
physical visit and strengthens their relationship with the shopping
centre brand. In parallel to this, we are continuing to develop our Content
Management System and Consumer Knowledge Model, our award-winning
big data system which aggregates our consumer information and allows
us to deliver an ever-more personalized experience for our visitors.

total waste recycled as a
proportion of waste produced

Water efficiency
(excluding tenants)
of our owned portfolio

(% by weight, across our
owned portfolio)

(litres/visit)

2020

3.0

2020

65%

2017

3.3

2017

64%

2016

3.4

2016

65%

2015

3.4

2015

62%

2014

3.5

2014

58%

proportion of waste
that is sent to landfill
(% by weight, across our
owned portfolio)

2020

18%

2017

18%

2016

17%

2015

20%

2014

22%
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Case study
mall activation: unlocking brand potential
As new, digitally-enabled consumption patterns
evolve, shopping centres are facing increased
pressure to attract and retain customers, offer
a diverse tenant mix and provide compelling
consumer experiences. In this context, Sonae
Sierra has refined its specialty leasing offer
through Mall Activation, a suite of services
designed to generate income for operators
and asset owners through a range of innovative
retail concepts.
Key concepts include ‘Shop Spot’, ‘Street
Markets’ and ‘Expo Mall’, all of which involve retail
and brand promotion through the letting of
spaces in the mall area. Media partnerships to
exploit segmented advertising opportunities in
selective locations through modern, digital
displays have also enabled us to add to shopping
centres’ service components with zero capex and
opex, plus a fixed and variable income. Flash
Stores, a new retail model for temporary store
rental, encompasses four unique retail platforms
to meet diverse operator needs and enhance
the tenant mix.

With Mall Activation, Sonae Sierra has proved
that we can generate added value for shopping
centre owners equivalent to more than 5% of
rental revenue whilst unlocking the potential of
brands and new business ideas to the benefit
of retailers and entrepreneurs. In 2017 the
Mall Activation area registered a positive
performance, reaching a growth of more than 6%
compared to 2016. About 20% of the revenue
comes from the entry of new brands and
concepts summing an amount of €3 million in
new businesses each year. Just in Iberia, Mall
Activation had more than 2,787 active deals and
50 Flash Stores were in operation, from which
34% became tenants with long term contracts.
Ultimately, these formats are building bridges
with retailers and attracting new, loyal customers
to shopping centres. Feedback from retailers,
business partners and visitors, as well as
distinction through the ICSC Solal Marketing
Awards, show that Mall Activation is strongly
supporting brand activation and creating a
constant sense of novelty for visitors.
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Case study
Manauara Shopping: supporting tenants, boosting performance
Against a backdrop of recession in Brazil, and in
spite of its particularly acute impact on the
industrial city of Manaus, Sonae Sierra’s Manauara
Shopping outperformed all expectations by
increasing footfall, growing sales and segmenting
its position as the dominant retail centre in its
catchment area.
This was achieved thanks to the effective
strategies employed by the centre’s
management team, which adapted its leasing
approach; deployed marketing campaigns and
cost reduction strategies; and identified new
revenue generation opportunities.
Above all, Sonae Sierra sought to beat the
recession by providing strong support to
tenants. Manauara Shopping offered more
favourable rental terms as a means to sustain
high occupancy and a dynamic tenant mix, and
launched diverse and eye-catching marketing
events, such as the Food Festival and Anatomy

Exhibition, the former attracting 25,000 people
in just three days. Significant efforts were also
made to reinforce the appeal of the tenant mix,
ensuring that Manauara Shopping could boast
the most varied and high quality range of retail
units available in the city.
These factors combined enabled the centre to
actually increase its footfall, and changes to the
tenant mix generated a R$2.2 million (over
€612,000) increase on Manauara Shopping’s
P&L. Year-on-year sales grew by 8.9% in 2017
(8.1% on a like-for-like basis), and as economic
conditions started to improve, Manauara
Shopping was able to revert to usual rental
terms, boosting its performance in 2017. What is
more, the management team was able to
strengthen its relationships with tenants and
cement the reputation of the shopping centre
with consumers, retailers and suppliers.

GLA – 47,297 m2

Parking Spaces – 2,750

Open Date – April 2009

Owners – Sonae Sierra Brasil

Shops – 234

Developers – Sonae Sierra Brasil

manauarashopping.com.br

manauara shopping
Manaus, Brazil
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Our Bright and Dive programmes continue to enable us to reduce costs
and generate added value for co-investors, clients and tenants by
allowing us to skillfully identify and implement energy and water
efficiency measures. Bright alone has enabled us to reduce energy
consumption by 10% and save €2.3 million in costs in 2017. What
is more, going forwards it will enable us to avoid up to an additional
€1.3 million in costs on an annual basis, whilst delivering a reduction in
greenhouse gas emissions equivalent to 44% of our shopping centres’
2017 carbon footprint (based on grid average emissions factors).
The benefits of our Bright programme received international recognition
in 2017 by being the only project from a real estate company to be
short-listed for the EU Sustainable Energy Awards, an initiative
promoted by the European Commission’s Sustainable Energy Week.
With regards to safety and health, although we did reduce the number
of non-conformities per hour of Safety, Health and Environment
Preventive Observation (SPO), suggesting that safety awareness among
shopping centre staff has risen, unfortunately we did not succeed
in reducing the number of serious accidents among shopping centre
suppliers. More positively, we did reduce the number of level 3, 4 and 5
category accidents4.

accidents rate (lWCafr)
among suppliers, of our
owned portfolio2

accidents severity rate
(asr) among suppliers,
of our owned portfolio3

2017

6.59

2017

2016

4.86

2016

151.27

2015

8.05

2015

146.84

2014

5.06

2014

140.23

144.92

sales anD rents up in brazil as reCovery sets in
In Brazil, the speed at which economic recovery set in through the course
of the year enabled us to deliver operational results above expectations.
With retail sales across the country up by 3.2% compared to the previous
year, Sonae Sierra Brasil recorded a 6.4% increase in tenant sales and
like-for-like rental growth of 4.0% (all in Reais). Whilst occupancy levels
across our portfolio are slightly lagging behind our 2016 performance at
an average 92.5%, this is still in line with our expectations in light of the
heavy recession endured.
Whilst the majority of Sonae Sierra Brasil’s shopping centres (by
number) benefit from prime locations where the local economy has been
more resilient, the significant size of our three newest regional shopping
centres which together represent 40% of our portfolio GLA - Uberlândia
Shopping, Passeio das Águas Shopping and Boulevard Londrina
Shopping - has had a downward bearing on our average occupancy rates.
However, they are now growing at a faster rate and we are confident
that they will contribute much more significantly to our portfolio
performance in the near future. Other centres, including Manauara
Shopping, are performing particularly well due to the efforts they have
made to attract and retain consumers with a unique ambience, diverse
tenant mix and exciting entertainment offer whilst at the same time
reducing tenants’ occupancy costs.
All in all, Sonae Sierra Brasil ended the year with a net profit of
€20.7 million (BR$74.4 million), up 16% compared to 2016, and an
EBIT of €21.3 million (BR$76.5 million), a 14% year-on-year increase
(in Euros). The proven resilience of our portfolio and impressive
growth in operational results have contributed to a substantive
increase in Sonae Sierra Brasil’s share price, which has grown by 50%
throughout 2017.

level 3, 4 and 5 accidents
rate, of our owned portfolio4

2
3
4

2017

1.65

2016

1.84

2015

1.95

2014

2.12

The LWCAFR is the number of accidents resulting in one or more lost workdays per million worked hours by our service suppliers.
The ASR is the number of lost workdays of accidents per million worked hours by our service suppliers.
Number of accidents of level 3, 4 and 5 among tenants, service suppliers and visitors per million visits. Level 3, 4 and 5 accidents are defined as those resulting in medical
assistance, lost workdays/life disruption and fatality/permanent disability, respectively.
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Performance and future outlook (continued)

entiCing brazilian Consumers With neW leisure
ConCepts anD sales Campaigns

beating our buDget With more than 155 neW
Development serviCes ContraCts signeD

We have continued to make use of consumer behaviour analysis to
exploit opportunities to introduce new concepts in our shopping centres,
with very positive results. At the same time, we have maintained a strong
focus on promoting value for money, running a number of successful
sales campaigns through the course of the year.

In 2017 our Development Services business secured a total of 157 new
contracts signed with a combined value of €10.5 million. This marks a
13% increase in comparison with 2016 and exceeds our forecast budget.
We continued to pursue our strategy of increasing the number of clients
and contracts in our North African markets, whilst reinforcing our
Development Services business in Europe.

At Parque D. Pedro Shopping, we opened Brazil’s second restaurant of
very popular celebrity chef Jamie Oliver, allowing us to benefit from a
significant amount of media attention and a very favourable consumer
response. This was complemented by the introductions of other exclusive
restaurants within our São Paulo shopping centres, which have had a
markedly positive impact on footfall.
Following the success of the “Revolutionary Tuesday” January sales
campaign in 2016, in September we developed “Dom Desconto”, a sales
campaign aligned to the annual celebration of the Brazil’s Independence
Day with the strapline “Independence from High Prices”. We registered a
10.6% increase in sales compared to the same time period in 2016, a
testament to the impact of the campaign. At the end of the year, we
piloted a new approach, yet to be seen in Brazilian shopping centres, by
keeping Parque D. Pedro Shopping open for 38 hours over a period of two
days to drive up Christmas sales. 286,000 people passed through the
mall during this period, and sales were up by 18% compared to 2016.

maximising value Creation on retail anD lanD assets
aCross sonae sierra brasil
Whilst we would normally expect to see yields decrease as economic
conditions improve, this has not yet happened in Brazil due to the
compromised financial position of the public sector and persistence of
political tensions. Yields have not changed across any segment of the
commercial property market, and consequently our asset values have
remained stable.
In this context, we have put acquisition and disposal activity on hold,
whilst pursuing our approach to maximise value creation from our
existing portfolio by focusing on our land-based assets at Parque D.
Pedro Shopping, Passeio das Águas Shopping, Uberlândia Shopping and
Franca Shopping (where we have also postponed expansion plans).
Elsewhere, in September we started the phased works of a full-scale
refurbishment of Shopping Plaza Sul which we expect to complete in
summer 2018. This project will enable us to create around 5,000m2 of
additional GLA whilst improving the quality of the tenant mix by
introducing a new anchor, among other stores, and revitalising the look
and feel of the asset.
Over the next year we will continue to explore opportunities to extract
value from our existing assets, and we are actively assessing several
projects which could lead to acquisitions as and when we can be assured
of longer term market stability.

In North Africa, notable highlights included a new contract to design a
shopping centre under construction in Rabat, Morocco, and fulfilling our
comprehensive mandates for two major development projects in Alger
and Tizi Ouzou whilst securing a third project of this kind in Oran, all
in Algeria.
In Europe, we were particularly pleased to secure our first win in the
Baltic region with a contract to provide design services in Estonia. In
Portugal, our most significant current project is the new Centro Colombo
office tower and shopping centre expansion, where we are taking
responsibility for architectural design and project management.
Whilst the market for development services is becoming more
competitive, particularly in Western Europe, our integrated approach to
retail real estate services, along with our proven passion for innovation
and our track record of developing our own successful retail destinations
continue to play to our advantage. Having been recognised primarily as
a developer/investor in the past, we are now acclaimed by the market
as an experienced service provider as well.

inCreasing our CompetenCies in speCialist sKills anD
geographies
With a wider range of projects under our belt, we are now fully prepared
to fulfil two distinct roles as a service provider. One involves delivering
specific elements of a project, and the other entails taking on entire
responsibility for a project, from pre-development and development
management to architectural design and engineering, with integrated
sustainability services. Convinced of the benefits of the latter approach,
which allows for smoother coordination and greater overall quality, we are
focused on selling to clients our full suite of services, and communicating
the value we offer as a sole development services supplier.
The fact that we are able to provide the full suite of retail real estate
services is most important to us as it means we can integrate this
wider experience in all different fields when we are designing a project.
Within our company, we have the capacity to deliver around 80% of
architectural services internally, and we are working to increase our
engineering skills so that we can reduce our reliance on sub-contractors.
This will in turn enable us to provide a more seamless client journey.
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Case study
Citylife shopping District : Contributing our retail design
expertise to an iconic Italian project
At the end of November, the CityLife Shopping
District opened in Milan. An exciting new
destination within the CityLife regeneration
scheme in the heart of the city, it offers 100 units
for shopping, dining, entertainment and wellness,
mixing new brands with well-known names. On its
first Saturday after opening, the shopping centre
welcomed over 100,000 visitors, providing
testament to its quality and commercial appeal.
As well as taking responsibility for leasing and
property management, Sonae Sierra provided
development services for the project on behalf
of investor Generali Real Estate. Working with a
multidisciplinary team that counted on the
presence of Zaha Hadid Architects, One Works
and Mauro Galantino, Sonae Sierra was able to
bring its creativity to CityLife Shopping District
with a remit that encompassed the design of the
food hall and food court areas, tenant projects,
WCs and environmental graphics.

We approached this challenge with a deep
exploration of the local culture and heritage of
Milan. As pertains to our retail design approach,
we wanted visitors to be able to see the city’s
heritage reflected in every detail of the design
forms we created. Hence we reflected the city’s
propensity for glamour and revived historical
urban planning concepts – its pathways, nodes
and traditional piazzas. As such, it combines
cutting-edge architectural features, latest
technologies and contemporary art with
traditional cultural ideas in an elegant form.
All in all, we were delighted to play a role in this
inspirational project, working as part of such a
skilled and diverse team. What is more, we are
confident that our input into the design of the
retail component reinforces the impeccable
architectural quality achieved by CityLife,
contributing to higher footfall, tenant sales and
ultimately greater value for the Shopping
District’s owners.

gla – 32,000 m2

owners – Generali Real Estate

inauguration – 2017

Developers – CityLife and Sonae Sierra

shops – 100

Citylife shopping DistriCt
Milan, Italy
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exploring neW marKets With a bet on future groWth
In 2018 and beyond we will continue to consolidate our presence as a
development services provider in Europe and North Africa, whilst also
exploring opportunities to enter new markets in sub-Saharan Africa. We
will maintain a good balance in terms of revenues between Europe and
Africa, increasing our number of clients on both continents. At the same
time, we will seek to secure development contracts on projects that
Sonae Sierra has acquired an interest in (which could also include
Latin America).
In Europe, we will align ourselves with the opportunities presented by
the market by leveraging our experience in delivering refurbishments
and expansions, as well as targeting mixed-use projects.
In Africa, we will target services to investors in greenfield shopping
centre projects. Unlike our approach in North Africa, where we sell our
services on a client by client basis, we will seek to position ourselves
as an investment fund partner as a basis for obtaining contracts in
sub-Saharan markets.

granCasa
Zaragoza, Spain
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Performance and future outlook (continued)

future outlooK
At Sonae Sierra, we pride ourselves on our ability to anticipate trends and pioneer new
concepts in our industry. We keep a close watch on evolving trends across all our business
areas and geographies where we operate, and adjust our response accordingly.
At a corporate level, we are anticipating six global trends which have significant implications for our business and our clients.
These are presented below.

emerging marKets Dominate in global eConomiC groWth
It has been suggested that by as early as 2030, emerging markets will dominate the rankings of the world’s largest economies. Moreover,
research on the global economic order in 20505 suggests that on average emerging markets (E7) could grow at as much as double the
rate of advanced economies (G7). Technology-driven productivity improvements are predicted to fuel much of this economic growth
on a scale that surpasses population growth and allows the overall global economy to double in size. Advanced economies will continue
to benefit from higher per capita incomes, but the gap between average incomes in emerging markets will shrink.
Sonae Sierra aims to exploit these macroeconomic trends by expanding our business into emerging markets and, in line with our
strategy, we have already succeeded in rebalancing the weight of our portfolio and services towards developments and emerging
markets. With a successful business operating in Brazil; an established presence as an investor and/or retail real estate services
provider in key growth markets such as Colombia and North Africa, we are very well positioned to help our investors take advantage
of the opportunities presented by emerging markets, whilst at the same time maintaining our foothold in important mature
economies in the Eurozone.

the retail marKet expanDs
Whilst the last decade has been witness to a wave of international retail expansion and a shift in the global retail landscape, the
rate of retailers’ physical expansion has decelerated due to the parallel factors of economic and political uncertainties and the
growth of e-commerce. International retailers have been seeking balanced growth across mature and emerging markets, and
concentrating their physical presence in prime locations whilst developing omni-channel retail models.
In the longer term, however, growth is likely to resume in line with economic development. If open trade and technological advance
continues apace, international retailers might also benefit from easier and less costly access to emerging markets, whilst
e-commerce may allow access to a wider consumer base.
We will maintain our focus on investing, in a capital light mode, in highly privileged locations in dominant cities with supportive
demographic indicators. By acquiring investment stakes in shopping centre developments in emerging markets, as well as operating
as a development services provider, we will capitalise on retailers’ international expansion and leverage our relationships with
multinational retail operators to meet investor demand for high quality retail space in previously untapped locations.

the Digital Consumer taKes Centre stage
Widespread use of mobile technology has already disrupted the retail sector, and is set to transform it further still. Whilst today’s
consumers browse, compare items and make purchases using digital devices, Augmented Reality (AR) and Virtual Reality (VR) will
reinvent the consumer experience further still, allowing for a deeper exploration of potential purchases and enhanced customer
experience. These are trends which Sonae Sierra has already been exploring through our ‘Go Digital’ project and shift towards an
omni-channel retail model.
The evolution of 3D printing could usher in a tendency towards much greater levels of personalisation, whilst the use of advanced
analytics will allow retailers to develop customised marketing and consumer engagement approaches, all of which will be used to
drive consumer loyalty. It is likely that customer experience will be an even greater differentiator, and convenience will remain
imperative. In this context, we have been trialling new tools to analyse consumer profiles and motivations in Europe and Brazil, and
we continue to experiment with new retail concepts in keeping with our commitment to deliver unique experiences to shopping
centre visitors.
As the role of the shopping centre itself shifts towards that of a lifestyle destination, its physical form will change to reflect the
uptake of new technologies. Our flexible approach to shopping centre design and relentless pursuit of value creation opportunities
through our core asset management activities and Mall Activation, among other initiatives, means that we are well-positioned to
help our investors take advantage of these technologies as they emerge.

5

PWC, The World In 2050, ‘The Long View: How will the global economic order change by 2050?’ (February 2017)
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teChnology enhanCes real estate serviCes
We have already anticipated the sectorial shift towards a services-focused model. As the uptake of new technology creates greater
efficiencies, we will see an even greater blurring of the lines between both traditional real estate functions within businesses and
traditional asset classes.
Smart buildings may ultimately be operated remotely and support a wide range of technology-based platforms (such as data
centres, specialised logistics and on-line distribution hubs), and tenant engagement and leasing functions will be facilitated by the
use of digital platforms. In property development, the use of construction visualizations tools and concepts such as ‘buildings as
materials banks’ will deliver greater efficiencies and support environmental sustainability goals. At a portfolio management level,
digital tools will be used to support investment decision-making, raise funds and carry out transactions.
Real estate service providers will need to harness technology to deliver added value to clients. This will require a sound ability to
recognise which tools are most effective to utilise and invest in, and effectively manage the organisation of human and non-human
competencies and tasks. Sonae Sierra has already developed data systems that use advanced analytics to aggregate consumer
information to the benefit of co-investors, clients and tenants.

builDings strive for a net positive environmental footprint
In the long term, delivering sustainable assets will be imperative across a much wider range of markets. As the international
governance and financial communities mobilise to reduce the causes and manage the impacts of global climate change, the forces
of technology, changing societal norm, regulation and the evolution of sustainable cities will mean that real estate becomes a
solution to, rather than an aggravator of, natural resource demand and habitat loss.
Sonae Sierra foresaw the importance of this trend, having developed pioneering environmental standards for retail development
before the emergence of certification standards such as BREEAM and LEED®. Our shopping centres have been recognised for their
use of environmentally-efficient equipment and management practices, and we promote our fully certified Safety, Health and
Environment Management System across all our owned assets. Integrating sustainability into our services further enables our
investors to benefit from our competencies regarding energy, water and waste management strategies.
In the future, environmental sustainability in the built environment will increasingly focus on the use of innovative building
automation and systems to manage renewable energy generated and stored on-site; the application of circular economy principles
to design out waste through the use of renewable, bio-based or reused building materials, and infrastructure that supports fossilfuel free transport. As part of our sustainability strategy, we are also seeking to develop our position as a resource-resilient business,
and have piloted a study to explore how to redevelop an asset to meet ‘nearly zero energy’ status.

the WorKforCe balanCes artifiCial intelligenCe With human ingenuity
As Artificial Intelligence (AI) systems, robotics, and cognitive tools become more accessible and advanced, organisations will need
to rethink the nature of individual job functions and determine how tasks can be performed most effectively with the available
human and non-human resources. As the automation of many secretarial and analytical functions yields greater efficiencies, people
will be prized for their creativity and interpersonal skills. Employees will need to be supported through continuous learning and
technology-aided skills development, and organisations will benefit from using sophisticated analytics to manage their teams’
performance so as to optimise their productivity and effectiveness. The successful workforce of the future will need to cast itself
as a flexible and dynamic network, accessing talent within a wide pool of direct and outsourced staff, supported by advanced
technology.
We have been developing digitally-aided training programmes to support knowledge sharing and development within the Company.
What is more, we have developed a programme to nurture a culture of creativity and innovative thinking throughout our businesses,
supported by our dedicated Innovation Office.
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Consolidated accounts
The following financial statements consolidate all companies by the proportional method.
sonae sierra ConsoliDateD aCCounts
profit & loss aCCounts
Sonae Sierra recorded a net profit of €110.0 million in 2017 which
compares with €181.2 million in the same period of 2016, representing
a decrease of 39%.
In 2017, direct net profit reached €64.6 million, a 14% increase compared
with last year. The positive impact relating to the opening of ParkLake
and to the acquisitions completed during the year more than offset the
effect of the share reduction in several assets in 2016. On a like-for-like
portfolio basis, and excluding the impact of FX changes, direct net profit
increased by 12.8% as a consequence of the improved shopping centre
operational results, the growth of our professional services, the lower
interest rates and our effective financial risk management.

Indirect net profit reached €45.3 million, compared to €124.5 million in
the same period of 2016. The adverse variation in indirect net profit was
mainly a consequence of lower yield compression in Portugal and Spain
in 2017 – leading to lower value created in investment properties – and
the opening of ParkLake in 2016.

Consolidated profit and loss account
(€ million)

2017

2016

% 17/16

Direct income from properties
Direct costs from properties

145.6
57.8

138.4
53.8

5%
8%

ebit from properties

87.7

84.7

4%

Services rendered
Direct costs from services

78.2
61.2

70.8
59.0

10%
4%
44%

ebit from services

17.0

11.9

Net financial costs

24.9

26.1

-5%

Direct profit before taxes

79.9

70.4

13%

Current tax

15.2

13.7

11%

Direct net profit

64.6

56.7

14%

Gains on sale of investments
Value created in investments
Debt recovery & Impairment
Deferred tax

5.9
71.2
-0.7
31.1

13.3
154.1
0.9
43.8

-55%
-54%
234%
-29%

45.3

124.5

-64%

110.0

181.2

-39%

indirect net profit
net profit

2017 In Review

.27

balanCe sheet
The total assets of the Company reached €2.4 billion, of which
€2.0 billion correspond to investment properties and €72 million are
properties under development.
The value increase in investment properties is a consequence of higher
property valuations and the acquisitions completed during the year –
Albufeira Retail Park and the Continente Hypermarket adjacent to
AlgarveShopping, Área Sur shopping centre and 16 acquisitions on
behalf of the ORES Socimi. These effects were partially offset by the
disposals of AlbufeiraShopping and C.C. Continente de Portimão, Sonae
Sierra’s share decrease in MaiaShopping and GuimarãeShopping that
took place at the turn of the year, and the unfavourable effect in the
year-end exchange rate of the Brazilian Real.

Properties under development continue to reflect the Company’s
strategy to focus on development opportunities, with investments in
Nuremberg, the McArthurGlen Designer Outlet Málaga, Jardín Plaza
Cúcuta, Zenata Shopping Centre, and the NorteShopping and Centro
Colombo expansions.
Bank loans decreased compared to 31 December 2016, mainly due to
contractual loan amortisations and the disposal of the assets referred
above, which offset the amounts relating to the contracting of new
bank loans during 2017 and the increase in debt in Brazil (as the
favourable effect of the FX changes in the Brazilian debt was totally
offset by the new bond loan contracted by Sonae Sierra Brasil).

Consolidated balance sheet
(€ million)

31 Dec 17

31 Dec 16

Var. 17/16

Investment properties
Properties under development
Other assets
Cash & Equivalents

2,046.1
72.0
134.2
143.5

2,033.0
65.0
107.7
200.5

13
7
26
-57

total assets

2,395.8

2,406.3

-10

net worth
Bank loans
Deferred taxes
Other liabilities

1,150.5
779.6
334.0
131.6

1,159.7
781.2
315.6
149.7

-9
-2
18
-18

total liabilities

1,245.2

1,246.6

-1

net worth and liabilities

2,395.8

2,406.3

-10
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finanCial resourCes
Debt struCture anD maturity
The Company maintained its conservative and balanced long term debt
and hedging strategies. Including Europe and Brazil, the Company’s
capital structure is supported by an average debt maturity of 3.4 years,
40% of which is hedged.
The following charts illustrate Sonae Sierra’s debt at 31 December 2017.

Debt structure

Debt maturity – 100%

Bond loans
€113m
Bank loans
€641m
Commercial
paper €25m

Loan-to-Value (LTV) is 30.2%, which compares unfavourably with 27.8%
in December 2016. The increase derives from a reduction in the cash
position of the company following the payment of dividends (in April
2017), which offset the increase in asset values and a slight decrease
in bank loans during the year, resulting from loan amortizations and
the favourable average FX change over the course of the year in the
Brazilian portfolio. Though higher than 2016, Sonae Sierra’s LTV remains
at a comfortable level, keeping the downwards trend verified since 2013.

>5 yrs

40%

4-5 yrs

18%

3-4 yrs

9%

2017

30%

7%

2016

28%
40%

2-3 yrs

loan-to-value

1-2 yrs

7%

2015

1 yr

19%

2014

42%

2013

44%

In 2017, the Company was able to refinance the debt of 6 shopping
centres to the total value of around €729 million. Bond loans increased
by 13% vis-à-vis the previous year due to the refinancing – for a higher
amount – of the Bond loans in Sonae Sierra Brasil. This reflects the trust
of national and international banks in the management and solidity of
the Company and its assets.

Interest cover in 2017 is 3.6, above the Company’s target of 2, thanks
to the low average cost of debt. The increase compared to 2016 is
explained by an improvement in EBIT, along with our effective financial
risk management.

net asset value
Cost of Debt
The Company continues to have good access to banking and capital
markets. Sonae Sierra’s weighted average cost of debt at 31 December
2017 stands at 3.8%, twenty basis points below the same period of last
year. Excluding Brazil, the weighted average cost of debt is 3.1%, which
leads to a comfortable interest cover ratio.

average cost of debt – europe

% hedged debt – europe

2017

3.1%

2017

44%

2016

3.1%

2016

40%

The Company measures its performance, chiefly, on the basis of
changes in Net Asset Value (NAV) plus dividends distributed. The
Company calculates its NAV according to the guidelines published in
2007 by INREV (European Association for Investors in Non-Listed Real
Estate Vehicles), an association of which the Company is a member.
On the basis of this methodology, the NAV of Sonae Sierra as of
31 December 2017 was €1,432 million, compared to €1,418 million on
31 December 2016 (an increase of 1.0%). The NAV per share attributable
to the company is €44.05, against €43.62 recorded on 31 December
2016. The increase in NAV results mainly from 2017’s net profit, which
was partially offset by the unfavourable impact of the depreciation of
the Brazilian Real at the end of the year and the payment of dividends.

net asset value (nav)

finanCial ratios

(€ million)

As of 31 December 2017, the Company’s financial ratios show a prudent
and solid approach.

NAV as per the financial statements
Revaluation to fair value of developments
Deferred tax for properties
Goodwill related to deferred tax
Gross-up of Assets

1,150.5
2.7
274.9
-9.4
13.5

1,159.7
3.3
251.2
-9.2
13.4

nav

1,432.3

1,418.4

44.05

43.62

ratios

Loan-to-value
Interest cover

31 Dec 2017

31 Dec 2016

30.2%
3.6x

27.8%
3.2x

nav per share (in €)

31 Dec 2017

31 Dec 2016
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.29

investment management
Investment Management contributed €86.3 million to the consolidated
net profit of Sonae Sierra, a decrease of 42% when compared to 2016,
mainly due to lower value created in the operating assets.
The direct net profit derives from the operation of shopping centres that
are part of its portfolio, including those assets that are in the Sierra Fund,
the Sierra Portugal Fund and the Iberia Coop fund.
EBIT is 1% higher than last year, positively impacted by the opening
of ParkLake and by the acquisitions completed during the year Albufeira Retail Park and the Continente Hypermarket adjacent to
AlgarveShopping, Área Sur shopping centre, and 16 acquisitions on
behalf of the ORES Socimi. These positive impacts were partially
offset by the share reduction in AlgarveShopping, Estação Viana
Shopping and Luz del Tajo in 2016. The disposals of AlbufeiraShopping,
C.C. Continente de Portimão and Sonae Sierra’s share decrease
in MaiaShopping and GuimarãeShopping in 2017 did not impact the
year’s result as they took place at the turn of the year. On a like-for-like
portfolio basis, the EBIT still increased by 1%.

Indirect net profit arises from the change in the value of the investment
properties and the realisation of capital gains from the sale of investments.
The value created in investments is €63.5 million lower than last year,
which is explained by lower yield compression in 2017. The increase in
the value of the existing portfolio is mainly explained by yield
compression and an overall positive impact from the operational
performance in Iberia.
Investment properties increased its balance by €58.8 million when
compared to 31 December 2016. This increase is explained by the value
increase of the existing portfolio and by the above mentioned
acquisitions, which were partially offset by the disposals of
AlbufeiraShopping, C.C. Continente de Portimão and Sonae Sierra’s
share decrease in MaiaShopping and GuimarãeShopping that took place
at the turn of the year.
Bank Loans are below 31 December 2016 mainly due to the contractual
loan amortisations and the above mentioned disposals.

The better financial result is a consequence of lower interest rates, the
above mentioned disposals, and our effective financial risk management.

profit & loss account
(€ million)

2017

2016

% 17/16

Retail net operating margin
Parking net operating margin
Co-generation net operating margin

72.4
2.6
0.3

71.9
2.5
0.1

1%
2%
141%

ebit

75.2

74.5

1%

Net financial costs

18.9

19.8

-5%

Direct profit before taxes

56.3

54.7

3%

8.9

9.1

-2%

Direct net profit

47.5

45.6

4%

Gains on sale of investments
Value created in investments
Deferred tax

5.9
60.4
27.5

12.7
123.9
34.5

-53%
-51%
-20%

indirect net profit

38.8

102.0

-62%

net profit

86.3

147.7

-42%

31 Dec 17

31 Dec 16

Var. 17/16

Investment properties
Properties under development
Other assets
Cash & equivalents

1,667.9
10.2
145.9
77.3

1,609.1
4.7
45.5
138.3

59
6
100
-61

total assets

1,901.3

1,797.6

103.6

978.4
586.2
266.8
69.9

881
594.1
242.7
79.8

97
-8
24
-10

1,901.3

1,797.6

103.6

Current tax

Consolidated balance sheet
(€ million)

shareholder funds
Bank loans
Deferred taxes
Other net liabilities
total liabilities
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Developments
The Developments business, including Colombia, contributed negatively
with €10 million to the consolidated net profit of Sonae Sierra.
The projects provided 6% lower income than the same period of last year
due to the reduced pipeline under development – ParkLake opened in
September 2016.
Value created in projects in 2016 relates to the gain on the opening of
ParkLake.

profit & loss account
(€ million)

2017

2016

% 17/16

Project development fees

3.8

4.1

-6%

Operating income

3.8

4.1

-6%

Operating costs

12.6

12.6

0%

ebit

-8.7

-8.5

-3%

Net financial costs
Corporate tax

0.4
-1.2

1.9
-1.8

-78%
34%

Direct net profit

-8.0

-8.7

7%

indirect result
Value created in projects
Impairment
Deferred tax

-1.7
0.0
-1.7
0.3

19.7
27.8
-8.1
4.8

–
–
–
–

-10.0

6.2

-262%

31 Dec 17

31 Dec 16

Var. 17/16

Properties under development
Cash & equivalents

59.1
2.9

57.3
1.1

2
2

total assets

62.0

58.4

3.6

shareholder funds
Bank loans
Deferred taxes
Other net liabilities

62.3
2.0
0.6
-2.8

52.5
4.7
0.3
-1.2

10
-3
0
-2

total liabilities

62.0

56.3

5.7

net profit

Consolidated balance sheet
(€ million)

2017 In Review
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SERVICES
Professional services business contributed with €13 million to the
consolidated net profit of Sonae Sierra.
EBIT increased by 44%, mainly as a consequence of the increase in
operating income from asset management services, property
management and development services. Services provided to the Sonae
Sierra portfolio and to external investors were above the values
registered in 2016, despite the disposals in Sonae Sierra’s portfolio.

Profit & loss account
(€ million)

2017

2016

% 17/16

Asset Management
Property Management
Development services

21.0
47.4
9.8

18.2
45.4
7.2

16%
4%
36%

Operating income

78.2

70.8

10%

Operating costs

61.2

59.0

4%

EBIT

17.0

11.9

44%

0.1
4.0

-0.8
3.1

111%
26%

13.0

9.5

36%

Net financial costs
Income tax
Net profit

HOFGARTEN SOLINGEN
Solingen, Germany
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sonae sierra brasil
Sonae Sierra Brasil contributed with €20.7 million to the consolidated
net profit of Sonae Sierra, an increase of 16% when compared to 2016,
mainly due to higher direct profit generated by the Brazilian portfolio and
the favourable impact of the change in the average exchange rate (in
average terms, the Brazilian Real appreciated by 6.6% versus the Euro).
The increase in EBIT is mainly explained by higher rental income and
better parking operating margin, as a consequence of the quality of our
assets and management approach, and to the positive effect of the
change in the exchange rate. Excluding the impact of the FX change,
EBIT increased by 7%.

Value created in investment properties reflects the positive impact from
operational cash flows. Yields remained flat, despite the improvement
in the Brazilian macroeconomic environment.
Investment properties reached €377.6 million in December 2017, a
decrease of €46 million when compared to 31 December 2016 which is
explained by the depreciation of the year-end exchange rate of the
Brazilian Real, and which was partially offset by the increase in the value
of operating assets during 2017.

profit & loss account
2017

2016

% 17/16

Retail net operating margin
Parking net operating margin

(€ million)

19.8
3.8

17.7
3.0

12%
25%

shopping centre net operating income

23.6

20.7

14%

4.9
7.2

4.4
6.5

10%
10%

21.3

18.6

14%

5.5

5.2

6%

15.8

13.4

17%

Income from services rendered
Overheads
ebit
Net financial costs/(income)
Direct profit before taxes
Current tax

3.6

3.3

9%

Direct profit

12.2

10.2

20%

Gains on sale of investments
Value created in investments
Deferred tax

0.0
11.8
3.3

0.4
11.6
4.4

-100%
1%
-25%

indirect net profit

8.5

7.6

11%

20.7

17.8

16%

31 Dec 17

31 Dec 16

Var. 17/16

Investment properties
Properties under development
Other assets
Cash & equivalents

377.6
2.7
19.2
37.3

423.4
3.0
19.9
24.5

-46
0
-1
13

net profit

Consolidated balance sheet
(€ million)

total assets

436.8

470.8

-34

net worth
Bank loans
Deferred taxes
Other liabilities

279.2
71.3
68.6
17.8

310.1
62.3
74.7
23.7

-31
9
-6
-6

net worth and liabilities

436.8

470.8

-34

The

partner

of choice

Designed and produced by magee
www.magee.co.uk
Printed by Pureprint

CasCaishopping
Lisbon, Portugal

The paper in this report contains material sourced from
responsibly managed forests, certified in accordance with
the FSC® (Forest Stewardship Council) and is totally
recyclable and acid-free.

PORTUGAL

GERMANY

LUXEMBOURG

SPAIN

LISBOA
PORTO

DÜSSELDORF

LUXEMBOURG

MADRID

GREECE

MOROCCO

THE NETHERLANDS

ATHENS

CASABLANCA

AMSTERDAM

ITALY

ROMANIA

TURKEY

MILAN

BUCHAREST

ISTANBUL

BRAZIL
SÃO PAULO

COLOMBIA
CALI

2017
IN REVIEW
Economic, Environmental
and Social Performance

www.sonaesierra.com

THE PARTNER OF CHOICE

