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Real Estate Q&A - Croatia

With Croatia ready to become a part of the EU, there has been a
recent clamp down on foreign investors and investments in Croatia,
in hopes to eradicate all traces of corruption.

The real estate sector has been under certain pressure over the last
few years as property prices were drastically slashed, the New Year
brings about optimism for an industry that will progress and make a
profit.

To find out more about the Croation real estate industry, Lawyer
Monthly speaks to top legal experts Melita Versic Marusic, LLM and
Igor Mucalo from Versic Marusic...

| What have been the key trends with
regards to investment in commercial

real estate in recent times?

The 2010 trends in the Croatian real estate market
were dictated by the global economic crisis and
certain domestic peculiarities.

Following a long period of undersupply, in the past
few years Croatia has witnessed a boom in real
estate development. However, projects were often
implemented without sufficient planning and
market research. The general belief was that the
demand was sufficient to absorb every new project
on the market.

This is now shown to be wrong, as increased
unemployment, lower salaries and harsher
financing opportunities have significantly lowered
demand in all real estate sectors.

In the residential sector, the market is saturated
with unsold lower quality apartments. Although the
fall in demand has somewhat lowered the asking
prices, the investors are still reluctant to fully
adjust their prices to the new conditions on the
market. The outcome of this “cat and mouse” game
is a significant drop in the volume of transactions.
The price of construction land shows the same
trend.

Shopping malls which were strongly developing
over the past few years now also require serious
strategy rethinking. Lower sales caused by
consumer pessimism and weakened buying power,
affect those shopping malls that did not timely
modernize their offer, brand portfolio, ete. It is
speculated that some of them will not be able to
endure the pressure and will have to close down or
convert into warehouse facilities.

In the office market, the tenants put pressure on

the landlords to lower rents and alleviate the lease
terms. The industrial sector and warehouse
logistics, traditionally the least developed segment
of the market, has faced similar problems.

Overall, the 2010 has seen a drop in investments
and large scale transactions. Therefore, it does not
surprise that the only noteworthy transactions were
the “sale and lease back” transactions between
Agrokor and W.P. Carey in the amount of $ 101
million.

Has litigation continued to increase
between real estate owner and
occupier?

Litigation increased only slightly, primarily because
Croatian law has provided contractual mechanisms
(“enforcement clauses”) which allow landlords to
achieve the handover of the estate and rent
payment without initiating litigation proceedings
against the tenant. Additionally, considering the
overall loss of liquidity, the landlords are willing to
alleviate the lease terms in order to assure regular
rent payment, rather than to enforce it risking the
tenant’s insolvency.



