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BIG BOXES LEAVE BIG VACANCI ES AND DEALS

L arge chain stoes ale expected to kep shriking, letting others grab the empty spots mar cheaply

estate data provider Reis Inc. About 5.7%
of the space is empty, a slight increase
from a year earlier.

Taking advantage of bargain rents,
S urges of large-scale retail big-box retailers PetSmart and Staples

ROGER VINCENT

bankruptcies such as Circuit City Inc. are introducing smaller stores that

electronics and Mervyns will enable them to fit into more

department stores altered theexpensive or more urban locations where
shopping landscape in 2009 -- and expertspace is at a premium, Mr. Rizika said.
say 2010 is likely to bring even moreMeanwhile, bargain-chic  women's
changes. clothier Forever 21 Inc., once a chain of
Amlq asul_l—tepld economic recovery, _blg small boutiques, is upping the ante by
retail chains are expected to continugnoving into full-size department stores
closing their less productive stores anthbandoned by Mervyns.
retrenc_hmg on expansion plan_s. Butat thRlordstrom Rack, the lower- priced cousin
same time, others will be hurtling into theof Nordstrom, snagged some of the empty
breach to takg adyantage of falling rent$pots too, but company spokesman Colin
and V"f" cancies in neighborhoods theyjohnson said the expansion didn't reflect a
couldn't getinto afew years ago. companywide  shift into  selling
Th(_e _pred|ct|on for next year is TOV? ower-priced goods.
re-sizing and relocating of retailers," sai "This was a strategy we put in place

real estate broker Richard Rizika of CBbefore the downturn began,” he said, and

Richard Elis. he recession has given Seattle-based
There are almost 100 empty big-box retail 9 ;
ordstrom Inc. the chance to get into new

stores in Los Angeles County, accordin ; >
to a study by Rizika. They have aocationsat bargain rates. .

combined total of 4.5 million square feet,AISO moving aggressively into big spaces
or about 78 football fields' worth of vacated by failed retailers is Wisconsin-

ased Kohl's Corp., which added seven . . .
ZZﬁqa:tfrsopnicﬁqﬁij;Q:jot: j;:?és!gstgifrg;iagew stores in Lops Angeles County in SITTIG EMPTYanss Maketplace in Thousand Oaks includes a aat department store once occupiedibMenwns,

City Inc., Mervyns and home furnishings2009. The mid-tier department store haswhich failed in Ocbber 2008. As nmay as 8,000 stores will closetionwide in the rst half of thisyear, causingmore
chain Linens 'n Things Inc. assumed leases and bought emptygrief forlandlords, said retail propeytexpert Michael \iéner.
Neighborhood and community shoppingbuildings through- out California as part
centers in Los Angeles experiencedf a growth strategy.

falling rents and rising vacancies in thePopular upscale stores such as Nordstrom UPSIDE: Mall landlord Sandy S|ga| Sy/s his tenang
third quarter, according to real are still highly sought after by w . ) . ) . "
are getting better at learning how to survive in this market!
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mall owners, but the lesspricey Kohl's,in the years ahead, he said. view of the future.

Target and even socalled dollar stores The prediction that online shopping "Last year was panic and desperatiol
such as 99 Cents Only have lately earnegould be the undoing of malls was firstfor tenants, some of whom begged h
respect from landlords, said retailmade during the Internet gold rush of thewoodland Hills company, NewMark

property expert Michael Wiener. 1990s, but instead malls thrived andMerrill Cos., to let them stop paying rent
"Deep discounters have proliferated ang@xpanded. "People didn't quite trust theSigal said. Now, "they are more realistic
will move into more attractive locations," Internet," Wiener said. Tenants are getting better at learning ho

Mr. Wiener said. "All of a sudden they are  Now they're more technically savvy andto survive in this market."

the darlings and can have the pick of théhe percentage of shopping they do online  NewMark has helped them learn b

litter." is probably going to get bigger. Online subsidizing business consultants to advi
Wiener is chief executive of Excessshopping accounted for less than 1% ofenants and by pitching in to fund direc

Space Retail Services Inc., a New Yorkall retail sales at the end of 1999,mail campaigns, social marketing an

company that helps retailers figure outaccording to the U.S. Census Bureau. Teother advertising programs. "The idea i

what to do with store space they can't usgears later, Internet sales were almost 4%p teach tenants to fish,” he said.

anymore. With unemployment still high, of the total. Undercover "secret shopper" survey
more tough times are ahead for stores and "There's still a lot of upside show service at stores is improving, h
retail landlords, he predicted. for the Internet,” Wiener said. said. "In the long run, you are going tt

As many as 8,000 stores will close Also worrisome for retailers and their have survivors who get darn good at wh.
nationwide in the first half of 2010, landlords are consumer spendingthey do. What's left is the best of class."
Wiener said, and more grief will follow patterns, a recent report by investment Running hot these days, he said, a
for landlords who have bank loansbank Hovde Capital Advisors said. drugstores, such as CVS, that offer a wic
coming due while facing declining Rocked by recession and a shaky jobange of merchandise and keep lor
occupancy and rents. "We think themarket, people are saving more ancours. "People use them as minimarke

industry will suffer well into 2011." spending less. They also have less accessw," Sigal said.
UPSIDE: Mall landlord Sandy Sigal says his tenants “are getting better at Contributing to the heartache, at leasto credit through credit cards and home Discount stores, including grocers suc
learning how to survive in this market.” for landlords, Wiener said, will be a equity loans. as Food 4 Less, also are doing well, |
source most casual observers assumed These trends do not bode well for mallsaid. Others are still in pain.
retailers had made peace with: thdundamentals,” the Hovde report said. "l wouldn't want to be in high end

Internet. Most stores have mastered the Mall landlord Sandy Sigal acknowl- clothing or jewelry right now," he said.
process of selling online and will find lessedges that 2009 was tough on the retail
need for bricks-and-mortar stores industry, but he holds a more optimistic rogervincent@ldimes.com
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