
Challenging 
times ahead
The UAE’s consumer and retail sector has faced challenges over the last few years. 
This is largely attributable to subdued consumer sentiment and, for certain categories, 
increased popularity of online platforms. 2020 started on a positive note for many 
retailers. Strong performance in January and for some, even a positive February, was 
followed by Covid-19’s impact on economic activities. Increasing concern around the 
pandemic, as well as the measures taken to stop its spread, have further contributed 
to sector concerns. The current outbreak is a major blow for brick-and-mortar retail 
businesses, which require large footfall. However, there are other challenges as well 
that are already impacting or likely to impact the sector in the near term.

Key near-term challenges Segments  
affected

Business continuity
– Business continuity is of paramount importance to retailers at this point. With most  

premises closed for the time being, retailers have continued to incur operational costs  
with little revenue to support them.

– Initial measures include rental renegotiations, no discretionary spending and hiring  
freezes. In addition, retailers are keeping a close eye on employee costs and are  
evaluating alternatives.

Cash flow management
– The current situation has also strained retailers’ cash flows.
– To address this, retailers are working with banks to defer payments, roll over lines of 

credit and activate additional ones, as required. Further, they are renegotiating business 
terms with suppliers where possible.

– A few are deferring new store openings. 

Supply chain issues
– The supply chain is a concern for all retailers, although the reasons vary. 
– For most non-food retailers, orders are placed in advance and stock for the coming 

months has already arrived. With significant inventory and current market conditions, 
liquidation of stock through early promotions may be required in order to free up working 
capital. Moreover, once the situation normalizes, there is an expectation of production 
and supply disruption for many categories in their source markets, which needs to be 
taken into account.

– As for food/grocery retailers, maintaining a steady flow of supplies to meet the surge 
in demand is critical. They have been working with suppliers to prevent disruption. 
Alternate sourcing channels are also being activated. 
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Given the global nature of the 
crisis and its severe impact 
on retailers’ operations, 
they are seeking economic 
support from stakeholders – 
landlords, vendors and most 
importantly, government. It 
is heartening to see swift 
responses from many 
stakeholders. The UAE 
government organizations, 
local as well as federal, 
have already announced 
substantial stimulus package 
to support the national 
economy and ensure 
business continuity. These 
measures will likely reduce 
operational and compliance 
costs for businesses and spur 
demand for the retail sector 
in the future.

Various mall operators have 
also come forward with 
packages to provide rent relief. 
For example, Meraas,2 Aldar,3 
Al Futtaim4 and Nakheel5 
have already announced their 
support schemes and retailers 
expect other operators to offer 
similar relief options in the 
near term. Emaar’s Dubai Mall 

has opened a virtual store on 
noon.com, enabling tenants 
to sell and deliver products 
through an online channel.6

Retailers mentioned that while 
the master franchisor for their 
brands has also been impacted 
by the Covid-19 crisis, they 
have empathized with their 
circumstances. In most 
cases, master franchisors 
have offered the flexibility to 
revisit budgets once there 
is a reasonable level of 
certainty for the business. 

(2) Coronavirus impact: Dubai Holding, Meraas in Dh1b relief package, Gulf News, 17 March 2020
(3) Covid-19: Aldar eases rentals, waives fees for its tenants, customers, Khaleej Times, 17 March 2020
(4) Stimulus: Dubai’s Al-Futtaim sets up Dh100m rent relief fund, Gulf News, 19 March 2020
(5) Covid-19 relief: More UAE landlords offer three-month rent-free incentives, Gulf News, 26 March 2020
(6) “Dubai Mall to open virtual store on noon.com to address coronavirus challenges”, The National, 21March, 2020

Key near-term challenges Segments  
affected

Changing consumer behavior
– The current crisis has accelerated the push to online retailing, as consumers  

are adopting technology faster than ever before.
– Some retailers that have been slow in developing their online channels  

(particularly in the grocery segment) have been caught off guard.

Last-mile delivery
– With the spike in online orders, managing product delivery presents a unique challenge;  

last-mile delivery players are operating at full capacity. Some are witnessing a shortage of 
delivery staff and vehicles, which leads to delays and affects business for online retailers.

– Retailers might look to utilize a portion of their idle staff capacity to manage deliveries  
in the coming days.

Health, safety and hygiene concerns
– This is a priority among retailers – for their employees, as well as customers.  

Many measures are already in place, especially at grocery retail outlets. A number  
of online retailers are also offering contactless delivery to address consumer concerns. 

– Hygiene in fulfilment centers and storage facilities is also critical for business,  
as any evidence of Covid-19 could result in quarantine of the premises and stock.

Likewise, retailers have been 
in discussions with other 
vendors to agree on revised 
business terms, though a 
few retailers pointed out that 
some of their small and mid-
sized suppliers could run into 
financial difficulties due to the 
crisis. While the Central Bank’s 
stimulus package will support 
small and medium enterprises 
(SMEs), economic conditions 
are likely to make operations 
more challenging.
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