A perspective on the costs in the retail sector

Increasing costs for F&B businesses
were a key element of feedback from
many operators. \We looked at a cross-
section of prominent retail businesses
in the UAE (several operate in the F&B
space) in order to assess trends in the
major cost components over a fouryear
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period. The year 2014 was chosen as the
base year for indexing and assessing
changes in costs through to 2017

Trends support operators’ views
around rising costs over this period:
operational outlays in the UAE's retail
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sector have increased by 50% with
staff costs and rentals being the key
drivers. Marketing and promotional
costs have marginally declined, as
retail businesses look to manage
these activities in-house.

Marketing & Promotions

— While fees and charges for promotions and
liquidation have risen, increased marketing
insourcing has helped reduce costs from
1.5% in 2014 to 1.2% of revenue in 2017

Others
— Regulation and compliance fees, as well as
inflation, have led to increases in other costs

— Increased from 2.2% in 2014 to 3.9% of revenue
in 2017

Rental

— Oligopoly among mall operators and the
success of certain destination venues has
driven rental costs from 3.4% in 2014 to
5.1% of revenue in 2017

Labour
— Driven by cost of living and compliance fees

— Benchmarked retailers witnessed staff costs
increasing from 8.1% in 2014 to 11.2% of
revenue in 2017

Significant impact
on profitability

Note: The above analysis and chart only depict the locally managed costs for the retail business. Locally managed costs have been compared by indexing locally managed costs with
2014 as the base year at 100. The percentages mentioned above refer to individual costs as a percentage of total revenue for the sample set of retail businesses, including F&B.



