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COVID-19: North Macedonia
Real Estate Implications
Governments, businesses and communities are facing up to the reality of
COVID-19. The short-term impact on economic growth, business activity and
individual behavior are undeniable, while the current consensus is for a rebound in
the global economy in H2 2020, the exact trajectory is unknowable.

For our clients to better address the situation, we have compiled an overview
on the impact of the pandemic in the real estate market in North Macedonia.
As a small market, North Macedonia is quite dependent of the bigger and more
developed economies, mostly considering production and manufacturing sectors,
whereas most of the production plants are foreign direct investments. Many
manufacturing companies are outsourcing facilities, importing production supplies
from, and exporting the ﬁnal products to external markets. This makes our
production reliant mostly on the European automotive manufacturing as most of
the manufacturing companies are precise from the automotive sector. Because of
the pandemic impact the European manufacturers suspended their production
initially for two weeks, and some companies from the domestic market began with
reduction of the labor. In the meantime these are sectors with biggest share of
employees. This cause will change the cycle of cash ﬂows in the overall economy,
due to the reduced consumption and saving manners of the population. For further
escalations it remains to be seen how the global forces will delegate with the
situation.
On the other hand, the small size markets sometimes are correlated mainly with
local capital investments rather than with global economic trends, which is the case
of North Macedonia, whereas speciﬁc investors have huge investments on the same
market, thus some part of the economical tendency will depend on the decisions of
such investors and the market will easily go out through the path of crises.
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Capital Markets
The pandemic affect to the overall rate of
economic growth will have insigniﬁcant impact
on the real estate market in North Macedonia.
This impact may last for a short period of time
as investors may react to uncertainty, with the
retail and hospitality sectors being mainly
affected. Therefore, investment activities are
likely to slow down in H1 2020.
However, real estate continues to offer good
relative returns in comparison to other asset
classes. The differential between real estate
yields and government bond yields remains at
or near all-time highs. We expect insigniﬁcant
COVID-19 impact in the yield levels. As such,
yield levels are expected to remain stable or
with minor changes in the upcoming period.
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Residential Market
As a result of COVID -19 during the second
week of March certain restrictions were
imposed by the authorities on the whole
territory of North Macedonia. Residential
market as one of the most dynamic and
traditionally stable segment of the real estate
market in the country, started to experience
the immediate consequences of the newly
emerged circumstances from the pandemic
period. Firstly, the total number of visits of the
residential properties on sale, compared to
February before the pandemic outbreak, has
dropped signiﬁcantly resulting in 83 %
decrease in site visits through the country. The
gap of the total number of visits is far more
expressed when comparing March to January
2020 resulting in almost 9 times decrease in
visits, or 90% drop down rate.

In terms of sale for residential properties
not a sharp decline is recorded as well,
but historically broader period has to be taken
in consideration.
Comparing March 2020 to March 2019 there
are less sales in 2020. However, this moderate
decline is due to accumulated interest by
clients at the end of 2019 and realized
transactions in the ﬁrst week of March 2020
when the epidemic was still single digit
numbers in record.
The demand for apartment renting decreased
signiﬁcantly due to restrictions of movement
and traveling.
Regarding the predictions for Q2 2020 it is
expected that the number of on-site visits and
sales will slow down. In this regard around

30% of the sales contracts signed in March
2020 announced canceling due to people‘s
refrainment to invest and spend their capital in
times of crises and uncertainty.
Following the decline of sales in March 2020
and reported cancelation of already signed
sales contracts, it is expected that the new sales
transactions will drop to minimum during Q2
2020, assuming that pandemic is not going to
worsen and even start to diminish during this
period. In respect to this assumption, it is
excepted the market to start recovering very
quickly from Q3 2020. This is based on the
historically recorded high interest during Q3 in
2019 as well as relatively high demand
recorded before the pandemic outbreak.
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Office Market
The impact of COVID-19 will certainly cause
increased pressure and changes in the local
office market, delaying investment activities
and slightly reducing the amount of rent
compared to previously anticipated rental
levels. The willingness and ﬂexibility of
companies for change at this time will be
crucial to how they handle and regenerate
from this situation. One of the active
COVID-19 prevention and protection
measures will cause many companies to adopt
remote working and invest into more
collaborative technologies, especially the IT
and BPO companies that are the major early
adopters of this way of working.

An increase in remote working is likely to
reduce office utilization rates, whilst landlords
with exposure to short-term leases will be the
most vulnerable.
So, for both landlords and tenants in a small
market as North Macedonia it is crucial that
they see the crisis situation as partnership in
order to help each other’s and be more ﬂexible
in this period. We have seen in some cases that
due to a lack of office usage some landlords and
tenants have found mutual consensus to
reduce the monthly rent by 50% during the
time of restriction measures related to
COVID-19 imposed by the government.
Landlords should often have an interest in
their tenants surviving the crisis, but on the
other hand, it should not be ignored that also

landlords have to fulﬁl their obligations
towards banks and their contractual partners
and are dependent on the rental income.
Workforce, people protection and wellness will
become priority. Wellness needs to be put at
the forefront as a basic corporate duty of care
to employees and to ensure workplace
productivity. The office market can also act as a
barrier to contamination. In the longer term,
‘building health’ (including building
ventilation, air ﬁltration, and cleaning) and
facilities / management preparedness will all
become increasingly important and sought for
by tenants. Over the long-term, the outbreak
will mean increased demand for modern A
Class buildings that promotes well-being and
enhance the workforce performances.
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Retail Market
The impact of the COVID-19 on the retail
sector in North Macedonia as in other
countries will be indisputable. Through
government regulations and medical
recommendations for public health, retailers
will have to navigate through a period of
elevated risks.
As a country in which the traditional channel
of retail–store retailing is dominant, retailers
will have to manage a situation of cash ﬂow
reduction and disruption of the supply chain
due to challenging global import. Most lease
agreements stipulate force majeure clauses
which enable the tenants to claim relieved
commercial condition through the duration of
the measures imposed by the government
seeking mutual consent with the landlords.
Some tenants will also have the right to
terminate their lease agreements based on
such clauses as well as on the local legislation.
Small retailers will be challenged by
maintaining the work force in terms of
withstanding the reduction of income. Large
retailers will have to manage the outcome of
the decisions by commercial banks in regards
to debt payments. Landlords and commercial
real estate investors will also experience the
negative impact as tenants will demand
exemption from rent charges.

Longer revenue losses as the result of
mandatory shop closures will have a negative
impact on the economic position of retailers.
This can lead to a difficult cost situation for
individual tenants. However, the tenants in
cost-efficient retail concepts - retail parks such
as “Point Retail Park” and “One Stop Shop”–
beneﬁt from generally low rental and
operating cost and due to their open concept
do not underlay government regulations.
Considering the nature of the situation,
non-essential goods and hospitality will be
impacted to a greater extent whereas food,
personal hygiene and elementary products are
expected to soar as consumers stockpile to
avoid potential shortages.
Fashion groups and companies that have a
portfolio of brands which are completely or
dominantly located with stores in shopping
malls which are indeﬁnitely closed due to
government regulations will have the highest
negative impact.
A report made in January 2020 by World Bank
Global Financial Inclusion Data shows that
North Macedonia has a total internet user
number of 1.69 million (81% of the total
population), social media activity of 1.1 million
users (53 % of the total population) but a

discouraging ﬁgure is that only 20% of
individuals make online purchases.
An increase in e-commerce and multi-channel
approaches is likely to have an upward trend.
Protecting the cash ﬂows to businesses will be
considered a priority, therefore expansions and
store refurbishing in the short-term future are
expected to be delayed.
The uncertainty of the duration period will be
a caused of investment withholding.
Technological advancement and Omni channels platforms at the given period will
mitigate the challenges from the given
situation.
In conclusion, the consequence of the impact
will depend on the duration of the outbreak
and counteracting measures, although looking
towards the third and fourth quarter of the
year, there is potential for a high-speed
rebound to the impacted sectors of retail (i.e.
apparel), as activity returns to normal levels. In
regards to seasonal apparel, if the situation is
resolved by June 2020, the effect would be
minimalized and potentially recovered. The
presentation of the Autumn/Winter collection
would carry a key role. However, as seen after
previous recessions and human-impact events
there is a risk that the return to normality will
be prolonged.
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Industrial and Logistics Markets
The pandemic leads us to take precocious
measures to prevent spreading from human
interaction. Therefore, the movement of
people, and consequently of goods is
restricted, and it will continue due course as
we ﬁght to overcome this situation. The
measures directly impact on intense workforce
industries. In relation to this, the industrial
output shall decrease due to supply chain
disreputability on one side, and decreased
demand by consumers of such products, on the
other. COVID-19 will slow down the North
Macedonian industrial output to a point until
reaching once again the exact equilibrium to
synchronize the supply chain, the workforce
required, and the new demand from existing

markets. Upon our estimation, the industrial
output will decrease for 17% in comparison to
2019, and shall go as low to 11% composing the
GDP. In particular, the export oriented
industries that heavily contribute to increase
the industrial share of the GDP, such as the
automotive suppliers' sector, shall experience
delays for shipping of the current stock, as well
as to receive fewer orders than the projected
annual output. This shall decrease their
productivity in Q2, and the recovering process
shall begin in H2 in order to accelerate in
2021. Also, the textile industry shall
experience delays for shipping of spring
collections. Yet, as we perceive to be a
shot-term crisis, the particular sector shall

accelerate their output faster, or in Q3 in order
to deliver their products in H2. However,
craftsmanship experiences danger for survival
since its output depends on current demand.
The logistics and warehousing sector is active,
but performs slower due to industrial output
delays, as well as border crossing procedures.
The industrial real estate market shall not face
major impact from the current situation,
unless the crisis takes longer for people to
recover. Though, we foresee increase of
vacancy rate from the projected 5% for 2020,
to 8% for ﬂex facilities due to scheduled
delivery of new stock, and restructuring of
sectors that will experience the hardest impact
from the crisis.
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Final thoughts
As a result of Covid-19 spreading through the country, certain restrictions
and overall emergency state imposed by the authorities have blocked the
movement in all segments, affecting the work of many companies and
retailers, causing shopping malls and offices closures. Although the impact
of the pandemic is relatively directly affecting the overall economy, the
implications on real estate sector are on short-term for now and yet to be
fully realised on long-term manners.

The social impact of Covid-19 could continue to be felt over the period to
come, the recovery will take some time for fully rebalance in social and
economic aspects. Someway, this will change our way of living and
working, probably leading to new operational models, forcing integration
of technology across all segments, inventing new measures, policies and
procedures, in order to mitigate risk in short and longer term.
Although human, economic and business impact are inevitable, the effect
of the pandemic on the real estate sector particularly will be minor and
indirect, especially in small countries such as North Macedonia. We are
expecting retention of the upward trend in real estate investments, as well
as stable yield levels in the upcoming period.
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DISCLAIMER
This report has been prepared solely for information purposes and
does not necessarily purport to be a complete analysis of the topics
discussed which are inherently unpredictable. It has been based on
sources we believe to be reliable, but we have not independently
veriﬁed those sources and we do not guarantee that the information
in the report is accurate or complete. Any views expressed in the
report reﬂect our judgment at this date and are subject to change
without notice. Statements that are forward-looking involve known
and unknown risks and uncertainties that may cause future
realities to be materially different from those implied by such
forward-looking statements. Advice we give to clients in particular
situations may differ from the views expressed in this report. No
investment or other business decisions should be made based
solely on the views expressed in this report.

