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I. Introduction 

According to the International Council of Shopping Centers, there are over 115,000 

retail commercial real estate properties in the United States, which can be broadly split 

between two property types – malls and shopping centers. The sector has exhibited 

mixed recent performance, with the increased prominence of e-commerce, in particular, 

posing problems for certain retail subsectors.  

II. Fashion Malls 

Fashion malls are large, enclosed properties of 400,000 sf or more that draw from a 

radius of 7-25 miles. They typically contain at least 2 anchor tenants, which rent the 

greatest square feet in return for longer-term lease contracts and favorable rent terms, 

as well as more specialized in-line tenants. Historically, anchors held 60% of tenant 

space and in-line retailers 40%, but the recent poor performance of department stores – 

typical mall anchors – combined with the increased popularity of seasonal “pop-up 

stores”, has changed this dynamic in favor of in-line space. According to Bank of 

America Merrill Lynch, as of May 2016 there were 1070 malls in the United States, each 

of which fell under three different categories (Figure 1).  
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III. Shopping centers 

By both number and aggregate GSA (Gross Leasable Area), shopping centers make up 

the majority of retail properties in the U.S. The main types of shopping centers include: 

1. Community center - Outdoor retail space of 100,000 – 150,000 sf generally 

configured in a straight line, L- or U-shape. Most properties offer general 

merchandize or convenience related offerings and pull from a radius of 3-6 miles. 

Source: Green Street Advisors 

Figure 1: Malls in the U.S. are divided into three categories  



Typical anchors include supermarkets, discount stores, and home improvement 

stores.  
 

2. Neighborhood center – Outdoor retail space of 30,000 – 150,000 sf that 

generally leases to a single anchor – usually a supermarket or drug store.  
 

3. Power Center – Retail outlets dominated by a single anchor, which typically 

leases 70-90% of the property’s GLA. Typical anchors include discount 

department stores, home improvement stores, and off-price retailers. Power 

centers draw from a radius of 5-10 miles.  
 

4. Lifestyle Center – Open air locations that cater to fashion stores and specialty 

retailers. Often do not have anchor tenants.  
 

IV. Sector Drivers  

Consumer spending is the dominant driver of the retail industry, while demographics 

such as median household income, population growth, and the number of households 

within a property’s vicinity also influence performance.  For mall properties, tenant mix 

and proximity to transport links are also important factors. 

V. Recent Performance 

Retail properties have exhibited mostly poor performance over the past year, with year 

on year same store sales trending down across 2016 (Figure 2). This slowdown in sales 

has interestingly coincided with a boom in consumer spending – Q2 consumer spending 

increased 4.4% in the U.S. The disparity between brick and mortar retail sales and 

overall consumer spending highlights the increasing prominence of Ecommerce, which 

has particularly affected department stores and the lower-quality malls they anchor 

(Figure 2). To this point, Macy’s announced the closure of 100 stores in July, while over 

130 K-mart and Sears locations are set to close in 2016. Other headwinds to sector 

performance include a strong US dollar, which has muted tourist spending.  
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Figure 2: Same Store YoY sales growth has trended downwards across 2016, with Department 

Store Sales lagging lower  

Source: Bloomberg 



 

Despite these headwinds, some retail property types have maintained strong 

performance. In particular, high-end class-A malls have found success through 

diversifying their tenant mix and creating a more varied customer experience. 

Highlighting this trend is the fact that food and entertainment currently account for 

22.1% of the square feet leased in malls, compared to just 19.2% in 2012, according to 

data from CoStar Group Inc. To this point, mall REITs, which predominantly hold 

higher class mall properties, have performed strongly over the past twelve months, with 

the Bloomberg regional mall index up 18.4% over this time period (Figure 3). 

 

 

 

450

475

500

525

550

575

600

625

650

Sep-15 Nov-15 Jan-16 Mar-16 May-16 Jul-16 Sep-16

P
ri

ce
 L

ev
el

Bloomberg REIT Regional Mall Index

Figure 3: High class mall properties have performed well, with the Bloomberg REIT Regional Mall 

Index up 18.4% over the past 12 months   

Source: Bloomberg 


