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Deep Dive:
The Mall Is Not Dead,
Part 2—
The Mall Is in Need
of Transformation

This is the second report in our three-part The Mall Is Not Dead
series that looks at the US mall landscape with a focus on the
challenges malls face and their need for transformation. In this
report, we examine the department stores and specialty stores
that constitute the bulk of mall tenants to determine what is
working for them and what is not.
1) Malls are still relevant, but the US is overmalled and
overstored. Increased competition from e-commerce, a lack
of differentiated product, and a consumer base that is
searching for value and craving experiences are forcing malls
to transform in terms of format and offerings.
2) Department stores, which have traditionally served as mall
anchors, have seen sales fall by 40% since 2000. These stores
used to serve as one-stop shops for the entire family, but
what was once a strength—mainstream appeal—is now
causing trouble for some retailers. Already this year, 251
department store closures have been announced, and more
are expected.
3) In the 1990s and early 2000s, consumer preferences shifted
toward specialty retailers, which are now ubiquitous. Offprice and fast-fashion retailers that offer lower prices are
thriving.
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4) Store closures and bankruptcies have accelerated in 2017, in
part due to the challenges that malls are facing. As of midMay, the number of announced major US store closures this
year was already nearly double the number of closures
announced in all of 2016, and 10 major US retailers had
already filed for bankruptcy.

5) The good news for mall owners and retailers is that although
consumers are shopping differently, they are still shopping.
Retail sales were up 4.5% year over year in April and more
than 90% of purchases are still made in physical stores.
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Executive Summary

The mall is undergoing a metamorphosis, changing from its traditional form into
“the mall of the future.” The mall format is still relevant, but what made it
successful in the past is not working well today. In the first report in our Mall Is
Not Dead series, published in November 2016, we asserted that the US is
overmalled and that one-third of the 1,221 malls in the country should be
closed.
In this second report in our series, we look at the composition of malls—
specifically at the department stores and specialty stores that constitute the
bulk of mall tenants. We examine which retailers and formats are staying and
which are leaving, and analyze what is working and what needs to change.
Consumer behavior has changed
and the conventional mall does
not reflect the way consumers
now live and shop. Mall owners
and operators are transforming
their mall properties to ensure
they stay relevant.

Consumer behavior has already changed significantly, and retailers and mall
owners need to catch up. Consumers today shop via multiple channels, and they
look to social media influencers, mobile devices and computers to help inform
their decisions and purchases. The conventional mall does not reflect the way
consumers now live and shop.
Department stores, which traditionally anchored and welcomed consumers to
malls, are declining in prominence, and department store sales have fallen by
40% since 2000. Consumers used to shop for the entire family at department
stores, but their one-stop-shop appeal has lessened as retail has gone
omnichannel. Also, in the 1990s and early 2000s, consumer preferences began
shifting toward specialty retailers. Now that lower-priced merchandise can be
found at off-price and fast-fashion retailers, the specialty segment is thriving.
In part due to the challenges and underperformance of the malls, store closures
and retail bankruptcies have accelerated in 2017. Major department store
retailers have already announced that they will close a total of 251 stores this
year—and industry watchers expect that there will be more to come. At the
time of writing, retail store closure announcements this year already totaled
3,296, which is nearly double the number of closures announced in the entirety
of 2016. And as of mid-May, 10 major retailers had already filed for bankruptcy
this year, affecting 1,585 stores. Retailers in the teen apparel segment have
accounted for 36% of these bankruptcies, while consumer electronics retailers
have accounted for 26% and women’s apparel retailers for 23%.
The good news for mall owners and retailers is that although consumers are
shopping differently, they are still shopping. US retail sales were up 4.5% year
over year in April. In addition, just over 90% of purchases are still made in
stores, according to the US Census Bureau, and we think that the majority of
retail sales will continue to be made in physical stores.
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Introduction
Forces Affecting the Mall Landscape
It seems that we see a new report every week saying that the mall is dead and
that traditional retail is dying. Despite the doomsayers, we believe that the mall
format is still relevant and that it can continue to thrive. What has worked in the
past, though, will not work in the future. The mall is in a transition period due to
a number of forces that are impacting the retail sector, including:

We think 30% of the malls in the
US should be closed, including
more than 350 malls classified as
C and D properties.
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The off-price category is one of
the fastest-growing segments in
retail. The number of off-price
stores grew by 232% from 2000
through 2016.
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Consumers have been shifting
their spending toward
experiences. Some 61% of
millennials would rather have
dinner at a new restaurant than
buy a new pair of shoes,
according to YPulse.

The bottom line is that consumers are shopping less frequently at full-price
retailers and have fundamentally shifted the way they shop. Therefore, the mall
as we know it is in a state of transition. In this report, we take a deep dive into
the composition of malls to see what retailers and formats are succeeding. We
look closely at the department stores and specialty stores that constitute the
bulk of mall tenants to gain clarity on the future of the mall. This report
highlights what is working and what needs to change in order for malls to regain
their prominence and popularity among American shoppers.
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The Mall Is Focused on Apparel

Nonretail/nonrestaurant tenants
are occupying more mall space,
and now account for 13.3% of
space in regional malls, up from
10.5% in 2012.

Traditional enclosed malls are focused on apparel, with 80%–90% of square
footage devoted to department stores and specialty stores. According to the
International Council of Shopping Centers (ICSC), nonretail/nonrestaurant
tenants occupy 13.3% of space in regional malls as of early 2017, up from 10.5%
in 2012. In super regional malls (those of 800,000 square feet or more), that
figure rose from 10.5% to 10.8% over the same period. The diagram below
depicts a traditional mall, with department stores as the mall anchors.
Figure 1. Traditional Mall Diagram

Ross Park Mall, Pittsburgh, PA
Source: www.simon.com/mall/ross-park-mall
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Changes in the Department Store Sector

The department store is an icon of American shopping and American malls.
Many of America’s department stores were launched before the turn of the
19th century, and Canada’s Hudson’s Bay Company, which now owns Saks Fifth
Avenue and Lord & Taylor, among other chains, was founded as a fur trading
business more than 300 years ago.

Over time, the department store
has become less specialized,
offering mainstream products
with the goal of appealing to a
broader audience.

The department store was traditionally the one-stop shop where consumers
could buy everything they needed for their entire family. At one time, there
were more than a dozen major department store retailers in the US, each with
its own specialty or geographic coverage. As the retail landscape evolved, the
department store sector consolidated and now there are just a handful of key
players. The most recent acquisition in the sector was Hudson’s Bay Company’s
purchase of Saks Fifth Avenue in 2013. By our calculations, there were
approximately 4,439 department stores in operation in the US in 2016.
As the sector has consolidated, department stores have become less specialized,
offering mainstream products with the goal of appealing to a broader audience.
Meanwhile, consumers have shown an increasing preference for shopping at
specialty stores that offer particular brands and targeted concepts.
The timeline below shows that a significant amount of merger and acquisition
activity occurred in the department store sector after the 1980s, creating
companies with larger portfolios of department store banners.

Figure 2. Department Store Retailers: A Timeline

Source: Company reports/Fung Global Retail & Technology

Deborah Weinswig, Managing Director, FGRT
deborahweinswig@fung1937.com US: 917.655.6790 HK: 852.6119.1779 CN: 86.186.1420.3016
Copyright © 2017 The Fung Group. All rights reserved.

8

September 6, 2017

Department Store Sales Have Declined by 40% Since 2000
Following decades of success, department stores have been in transition in
recent years. Many have carried too many products that seem to be offered
everywhere, often at uncompetitive prices. Additionally, many department
stores began to look the same over time.

In the last 10 years, department
store sales have declined by
30%.

The sector has been struggling to stay relevant in a changing world. In the last 10
years, department store sales have declined by 30%, and since 2000, they have
declined by 40%. Although these stores still constitute a multibillion-dollar
industry, industry insiders are questioning whether the department store format
is still viable. The products featured in these stores are considered neither
inexpensive nor luxury by consumers and, without a point of view, the
department stores are getting lost in today’s world of specialization,
customization, personalization, fast fashion and off-price.
Figure 3. Total US Department Store Sales (USD Bil.)
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Sales per square foot were lower
in 2016 than they were in 2006
at five major department store
retailers.

Sales per Square Foot at Department Stores Have Declined
Sales per square foot is one industry metric that is used to quantify how stores
are performing. The table below compares sales per square foot in 2006 versus
2016 at selected department stores, and shows that such sales were lower in
2016 at five out of the six major department store chains listed.
Figure 4. Selected Department Store Retailers: Sales per Square Foot, 2006 vs. 2016
Department Store Retailer

2006

2016

Change

Neiman Marcus

$611

$548

(11)%

Kohl’s

$256

$224

(14)%

Macy’s*

$172

$198

13%

Dillard’s

$147

$126

(17)%

JCPenney

$176

$121

(45)%

Sears

$218

$97

(124)%

Relevant data are not available for Lord & Taylor, Nordstrom and Saks Fifth Avenue.
*Calculated based on revenue and square footage data.
Source: Company reports
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Of the department store retailers shown in the table above, Neiman Marcus had
the highest sales per square foot in 2016, at $548. The company also had the
fewest US stores among the group, with 44 total. Sears had the lowest sales per
square foot of the group in 2016, at $97, and the company saw the metric drop
by 124% over the 10-year period.

A group of seven department
store retailers saw a combined
revenue decline of $5.8 billion
from 2015 to 2016.

A Group of Just Seven Department Store Retailers Saw a Combined Revenue
Decline of $5.8 Billion from 2015 to 2016
Combined revenues for the seven companies shown in the graph below fell by
more than $5.8 billion from 2015 to 2016. Sears saw the biggest decline, of $3
billion, over the period, while Macy’s saw revenues decline by $1.3 billion year
over year.
Figure 5. Selected Department Store Retailers: Revenue, 2015 vs. 2016 (USD Bil.)
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Source: Company reports

In 2005, a selected group of nine
department store retailers
operated a total of 4,098 stores.
That number had decreased by
3%, to 3,967 stores, as of May
16, 2017.

Number of US Department Store Closures Is Up
For this report, we looked at nine major US department store retailers that
range from value-conscious to luxury in terms of positioning. In 2005, these nine
companies operated a total of 4,098 stores, we calculate, based on company
reports. That number had decreased by 3%, to 3,967 stores, as of May 16, 2017,
we calculate.
The graph below compares the total number of stores operated by each of the
nine retailers in 2005 with their number of stores in 2017, including announced
closures. Sears had the largest decrease in number of stores over the period,
dropping from 924 in 2005 to 628 in 2017 (as of May 16), while Kohl’s had the
largest increase, growing its fleet from 732 stores in 2005 to 1,154 in 2017.
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Figure 6. Selected Department Store Retailers: Total Number of Stores, 2005 vs. 2017E
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2017 figures reflect announced store closures as of May 16, 2017.
Source: Company reports

In 2017, 251 department stores
are expected to close, which
would leave 6% fewer stores in
operation than at the end of
2016.

The table below compares store counts at the end of 2016 and as of mid-May
2017 for the selected group of nine department store retailers we examined. As
of May 16, announced store closures by this group of companies would result in
6% fewer stores in operation than at the end of 2016.
Figure 7. Selected Department Store Retailers: Store Numbers and Announced
Closures/Openings
Department Store
Retailer

Year-End
2016

2017E*

Expected Store
Closures/Openings
in 2017*

Change

Saks Fifth Avenue

42

42

0

0%

Neiman Marcus

44

44

0

0%

Lord & Taylor

50

50

0

0%

Nordstrom

123

117

(6)

5%

Dillard’s

293

296

3

1%

Sears

670

628

(42)

(7)%

Macy’s

829

761

(68)

(9)%

JCPenney

1,013

875

(138)

(16)%

Kohl’s

1,154

1,154

0

0%

Total

4,218

3,967

(251)

(6)%

*Based on store closure/opening announcements as of May 16, 2017
Source: Company reports
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Specialty Stores
Consumers Are Shopping More at Specialty Stores and Less at Department
Stores
Beginning in the 1990s, consumers started to become very interested in brands
with specific identities and niches. Retail stores built up around these specialized
brand concepts. In women’s apparel, The Limited, Caché and Express appeared
in the 1990s. In teen apparel, Express, Scoop and Abercrombie & Fitch gained
popularity, while The Gap maintained its status as the original denim shop for
the whole family. Other names, including Nike, Ralph Lauren, Izod Lacoste and
Coach, also offered customers more reasons to shop at specialty stores instead
of at department stores.
Specialty retailers saw positive
year-over-year sales growth
every year from 1993 through
2015 except during the 2008–
2009 recession.

The graph below illustrates consumers’ gradual move away from “everything
under one roof” concepts toward specialized, differentiated selections. Specialty
retailers saw positive year-over-year sales growth every year from 1993 through
2015 except during the 2008–2009 recession, according to data from the US
Commerce Department. During the same period, department store sales saw
positive year-over-year growth in the late 1990s, but then again only in 2010
and 2011.
Figure 8. Specialty and Department Store Retail Sales: YoY % Change
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The table below lists the selected major US specialty retailers we analyzed for
the purposes of this report, sorted by segment. In the discussion and graphs that
follow, we refer repeatedly to these segments’ performance over a 10-year
period.
Figure 9. Selected Specialty Retailers Analyzed for This Report, by Segment
Athletic

Fast
Fashion

Off-Price

Luxury/Accessible
Luxury

Teen Apparel

Women’s Apparel

Dick’s Sporting Goods
Finish Line
Foot Locker
Lululemon Athletica
Under Armour

H&M
Inditex

Burlington
Ross Stores
TJX Companies

Burberry
Coach
Kate Spade
Michael Kors
Ralph Lauren
Tiffany & Co.
Tumi

Abercrombie & Fitch
American Apparel
American Eagle
Outfitters
Express
Francesca’s
PacSun
Tillys

Ascena Retail Group
Bebe
Chico’s FAS
Gap
Guess
J.Crew
L Brands
New York & Company
Urban Outfitters

Source: Fung Global Retail & Technology

The number of fast-fashion
stores grew from 1,762 in 2000
to 12,270 in 2017 (including
announced store openings for
this year), an increase of 596%.

The number of off-price stores
grew from 1,902 in 2000 to 6,308
in 2017 (including announced
store openings for this year), an
increase of 232%.

Specialty Fashion Stores: Which Categories Are Growing?
The number of fast-fashion stores grew from 1,762 in 2000 to 12,270 in 2017
(based on our calculations, which include announced store openings for this
year), an increase of 596%. Why is fast fashion so popular? Because it is
affordable and on trend and because the product is replenished quickly, so
every week, there are new styles available. This promotes a “must buy it now or
it will be gone” shopping mentality.
The number of off-price stores grew from 1,902 in 2000 to 6,308 in 2017 (again,
based on our calculations, which include announced store openings for this
year), an increase of 232%. Off-price retail has become increasingly popular by
offering customers an assortment of name brands at low prices and giving
shoppers the fun of a treasure hunt shopping experience. According to
Euromonitor International, TJX Companies was the top apparel and footwear
retailer, by revenue, in the US in 2016: T.J. Maxx accounted for 6% of sales and
Marshalls for 5%.
The success of the discount and off-price segment has encouraged department
stores to get into the game, as have Kohl’s (with its Off/Aisle banner), Lord &
Taylor (with its Find @ Lord & Taylor banner), Macy’s (with Macy’s Backstage),
Saks Fifth Avenue (with Saks OFF 5TH), Nordstrom (with Nordstrom Rack) and
Neiman Marcus (with Neiman Marcus Last Call).
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Figure 10. Number of Specialty Stores, by Category: 2000 vs. 2017E
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The number of luxury/accessible luxury brand stores grew from 649 in 2000 to
3,507 in 2017, according to our calculations, which include announced store
openings for 2017. Growth in this category, too, is consistent with the trend of
consumers seeking more specialized products.

The women’s apparel category is
oversaturated. From 2000
through mid-May of this year,
the number of women’s apparel
stores grew by 55%, but sales of
women’s apparel plateaued
during the period and are now
on the decline.

Specialty Fashion Stores: Which Categories Are Slowing?
In terms of number of stores, women’s apparel is the largest of all the specialty
store categories we analyzed: we estimate that there are 17,135 women’s
apparel stores in the US. From 2000 through May 16, 2017, the number of
women’s apparel stores grew by 55%, but sales of women’s apparel plateaued
during the period and are now on the decline. The category is oversaturated,
and companies are beginning to announce store closures. For example, between
2016 and May 16, 2017, the women’s apparel brands we looked at announced
106 store closures. Bebe, Chico’s, Guess, J.Crew and New York & Company are
among the women’s apparel retailers that have announced store closures in
recent months.
The number of teen-focused fashion stores grew consistently from 2000 through
2010, and then plateaued before starting to decline. The teen apparel category
has experienced six bankruptcies since 2014. Teen specialty stores, once a mall
staple, have been increasingly replaced by fast-fashion stores and athletic
footwear stores. Teens have also shown a growing preference for purchasing
electronic devices over apparel. According to Euromonitor International, tablets,
smartphones and wearable electronics grew by volume CAGRs of 64%, 38% and
337%, respectively, from 2010 through 2015, and teens increasingly consider
these items aspirational purchases.
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Store growth in the athletic category has fluctuated. Finish Line closed 62 stores
in 2016, whereas Lululemon Athletica opened 43 stores last year. Collectively,
retailers in this category are likely to open 50 new stores in 2017, based on our
estimates, but we believe this category will begin to experience a slowdown. As
we have seen with many other previously popular categories, the athletic space
is becoming oversaturated with undifferentiated product offerings. Therefore,
we predict that consumers will continue to seek niche brands that offer
specialized products.
The table below shows a breakdown of sales per square foot in 2006 versus
2016 for a number of specialty retailers.
Figure 11. Selected Specialty Retailers: Sales per Square Foot, 2006 vs. 2016
Specialty Store Retailer

2006

2016

Change

Tiffany & Co.

$2,746

$2,700

(2)%

Coach

$1,959

$1,451

(35)%

Urban Outfitters

$705

$858

18%

Chico’s FAS

$823

$686

(20)%

Bebe

$657

$539

(22)%

Foot Locker

$395

$515

23%

American Eagle Outfitters

$524

$428

(22)%

TJX Companies

$289

$396

27%

Ross Stores

$305

$395

23%

New York & Company

$363

$375

3%

Finish Line

$345

$369

7%

Abercrombie & Fitch

$500

$343

(46)%

Gap

$395

$334

(18)%

Dick’s Sporting Goods

$218

$246

(11)%

Source: Company reports

Among the specialty retailers we
analyzed, off-price retailers TJX
Companies and Ross Stores saw
the biggest increase in sales per
square foot over a 10-year
period.

Of the retailers listed above, two of those with the highest increase in sales per
square foot over the 10-year period are off-price retailers: TJX Companies
(which saw a 27% increase) and Ross Stores (which saw a 23% increase). The
retailers that saw the largest decrease in sales per square foot over the period
include Coach, teen apparel retailers Abercrombie & Fitch and American Eagle
Outfitters, and women’s apparel retailer Bebe.
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Fast-fashion retailers are still
growing their store fleets and
are planning to open 627 new
stores in 2017. Off-price retailers
are planning to open 371 stores
this year.

The table below shows how many stores are expected to open or close in each
specialty category in 2017. Despite already having the second-largest number of
stores of all groups in the specialty category, fast-fashion retailers are still
growing their store fleets and are planning to open 627 new stores, collectively,
in 2017. Off-price retailers are planning to open 371 stores, collectively, in 2017.
Figure 12. Number of Specialty Stores, by Category, 2016 vs. 2017, and Announced 2017
Store Openings/Closings
Specialty Category

2016

2017*

No. of 2017 Announced
Store Openings/Closings

Luxury/Accessible Luxury

3,321

3,507

186

Teen

3,500

3,509

9

Athletic

5,862

5,901

39

Off-Price

5,937

6,308

371

Fast Fashion

11,643

12,270

627

Women’s Apparel

16,674

16,568

(106)

Total

46,937

48,063

1,126

*Fung Global Retail & Technology estimates based on historical store opening data and including
announced store openings for 2017.
Source: Company reports

The women’s apparel subgroup accounts for the largest number of stores within
the specialty retail category, but these retailers, particularly those with a
midrange positioning, are beginning to close stores due to oversaturation.

Source: iStockphoto
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Store Closures

Announced store closures in
2017 already total twice as many
as announced in all of 2016.

Announced Store Closures in 2017 Already Twice as High as in All of 2016
Nearly every day, there are reports of store closures in the news. Additionally, as
the department stores that anchor malls close, the malls are seeing a ripple
effect on their specialty store tenants and other tenants.
As of May 16, major announced US store closures already totaled 3,296, nearly
double the 1,674 store closures announced over the entire year in 2016. The
graph below shows the store closures announced this year as of the time of
writing.
Figure 13. US Major Store Closing Announcements: YTD as of May 16, 2017
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Bankruptcies: A Detailed Look
According to consulting firm AlixPartners, roughly 55% of the US retailers that
filed for bankruptcy between January 1, 2006, and June 30, 2015, ended up
going out of business, versus just 5% of companies in other industries.
Over the past five years, a number of mall-based retailers have filed for
bankruptcy. Economic factors such as capital constraints, competition from
online and discount retailers, and weak consumer demand have contributed to
the liquidation of many retailers, but changes made to the US Bankruptcy Code
in 2005 have played a significant and often overlooked role. The Bankruptcy
Abuse Prevention and Consumer Protection Act of 2005 condensed the timeline
for companies to get a sale or reorganization plan approved before they are
forced into liquidation. The law, pushed for by landlords tired of having tenants
in protracted Chapter 11 cases, shortened the time a retailer can spend in
bankruptcy. The law now gives bankrupt retailers just 210 days to decide what
to do with their store leases.
Given this short time frame, lenders that finance retailers through bankruptcy
often provide only short-term loans, as they are concerned with protecting their
own collateral. This makes the 210-day timeline even tighter for retailers, since
it can take up to 90 days to hold a going-out-of-business sale. Therefore, lenders
often try to decide whether to liquidate or reorganize a debtor in just 120 days.
Electronics and Teen Apparel Retailers Hit Hardest by Bankruptcies
The two retail categories that have been hit the hardest by bankruptcies are
electronics and teen apparel. In 2008, Circuit City went bankrupt, and the event
is considered one of the largest retail bankruptcies in history. Then, in
September 2015, RadioShack, which had been in operation for more than 94
years, filed for bankruptcy. Since 2014, seven retailers in the teen category have
also filed for bankruptcy.
As of May 16, 10 major retailers
had already filed for bankruptcy
this year, affecting a total of
1,585 stores.

As of May 16, 10 major US retailers had already filed for bankruptcy this year,
affecting a total of 1,585 stores. Teen apparel retailers accounted for 36% of
these bankruptcies, while consumer electronics retailers accounted for 26% and
women’s apparel retailers for 23%.

Deborah Weinswig, Managing Director, FGRT
deborahweinswig@fung1937.com US: 917.655.6790 HK: 852.6119.1779 CN: 86.186.1420.3016
Copyright © 2017 The Fung Group. All rights reserved.

18

September 6, 2017
The timeline below shows major retail bankruptcies since 2008.
Figure 14. Retail Bankruptcy Timeline, Jan 2008–May 16, 2017

Source: Company reports

From 2008 through 2016, more
than 11,470 stores were affected
by bankruptcy proceedings:
approximately 4,000 of those
stores closed, a reduction of 35%.

The graph below shows the number of stores affected by bankruptcies by major
retailers, by category. From 2008 through 2016, more than 11,470 stores were
affected by bankruptcy proceedings: approximately 4,000 of those stores closed,
a reduction of 35%. The figure below shows that the consumer electronics and
teen apparel categories have been most affected by retail bankruptcies.
Figure 15. Number of Stores Affected by Major Retail Bankruptcies, by Category,
2008–2016
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The graph below provides a more detailed look at the teen specialty retailer
space and shows that 2,028 teen specialty stores were affected by bankruptcies
between 2014 and mid-May of this year.
Figure 16. Number of Teen Specialty Stores Affected by Bankruptcies, Jan 2014–May 16,
2017
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The women’s apparel and
athletic categories are at risk of
oversaturation.

Oversaturated Women’s Apparel and Athletic Categories Are at Risk
The women’s apparel category is starting to show the effects of oversaturation.
BCBG and The Limited filed for bankruptcy earlier this year, which will affect a
total of 370 stores, and Bebe, Guess, Banana Republic and Ralph Lauren have all
announced store closures.
In athletic retail, Sports Authority filed for bankruptcy in March 2016. The
company planned to reorganize by closing 140 of its 463 stores, but wound up
liquidating its assets. The company was unable to keep pace with its higher-end
rival, Dick’s Sporting Goods. In 2017, Michigan Sporting Goods Distributors,
which operates the MC Sports chain, filed for bankruptcy, affecting a total of 68
stores.

Conclusion: The Mall Is Alive and Retail Sales Are Up
Retail sales in the US grew by
4.5% year over year in April 2017.

The mall—and retail—are still alive, despite a wave of recent store closing
announcements and retail bankruptcies. Retail sales in the US grew by 4.5% year
over year in April 2017, and retail sales excluding autos increased by 4.5%. So,
the retail story is not all doom and gloom. Consumers are spending, but the
retail landscape is changing.
The mall is undergoing a metamorphosis in the US. Malls are still relevant, but
they are subject to a retail landscape that is transforming due to e-commerce, a
lack of differentiated product offerings, the off-price sector boom and consumer
demand for experiences as part of the retail journey. The US is currently
overmalled and overstored, and we think that at least 30% of the malls in the
country should be closed.
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Consumers are spending, but the
retail landscape is changing and
the mall’s purpose is changing.

Today, we go to the mall for more than just shopping; we go for dining,
entertainment, fitness, health, information, classes, services and more. As
consumer habits shift, our expectations about the mall’s purpose are changing.
We expect retail to continue to be a big part of the shopping mall, but
experiences and technology will grow to play a more prominent, if not leading,
role at some mall properties.
Stay tuned for the third report in our Mall Is Not Dead series, where we envision
how malls will look in the future. In that report, we will detail how anchor stores
are repositioning themselves and how the mall of the future will be a space
where the lines between the physical world, the virtual world and e-commerce
merge.
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