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Retail Turn Over in the TrustBelt
States
by Lacy Beasley, President & COO of Retail Strategies
What is the future of brickandmortar retail when ecommerce is
so easy? What is FOMO and why should I care? Is this the end of
retail or the beginning something new?
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Is Retail Dying?
Retail is perhaps the most dynamic of the all commercial real es
tate sectors. Especially in today’s environment. We all consider
ourselves experts on retail and restaurants because we shop, we
eat…. we know. But what do we really know about how our shop

ping patterns are impacting Wall Street, therefore real estate and
therefore our communities. Is McDonalds in the business of selling
burgers or owning real estate?
The first quarter of 2017 has experienced retail closure announce
ments rivaling recession numbers of 2008 and 2009. Challenged
categories garnering national attention for closures include mall
tenants, department stores, electronics, books and casual dining.
Mergers and acquisitions, driven by pressures of Wall Street, are
disrupting long term real estate strategies for pharmacy, office,
sporting goods, restaurants and dollar stores. A few brands that
top the list for closure announcements by number of units are
Kmart, Sears, JCPenney, RadioShack, Payless, The Limited,
Family Christian, rue21 and Wells Fargo.
For the past few month, nearly weekly an announcement of a new
store closing locations comes to our attention. All these closures
might suggest an economic downtown. However, today’s environ
ment is very different than the Great Recession. Consumer confi
dence is at a 16year high (https://www.conference
board.org/data/consumerconfidence.cfm). According to U.S. Bu
reau of Economic Analysis, consumer spending accounts for ap
proximately 70% of U.S. gross domestic product and is the prima
ry driver of the country’s economic wellbeing
(http://www.icsc.org/research/shoppingcenterfactsandstats). At
least one major factor driving up Consumer Confidence is unem
ployment rates at the lowest jobless rate since May 2007
(http://www.tradingeconomics.com/unitedstates/unemployment
rate).
The retail closures of the Great Recession were reacting to an
economic downturn. The retail closures of today are reacting to a
market shift of changing shopping patterns. Approximately 42,000
new retailers and restaurants opened last year. This is not a retail
Armageddon, it a mark shift shedding the dying concepts and
bringing on new. The winning categories are quick service restau
rants, fast casual restaurants, dollar stores, discount apparel,
health and beauty, luxury, grocery, home and furniture. Starbucks,
YUM Brands (Taco Bell, KFC, Pizza Hut), Chipotle, Dunkin
Donuts, Dollar General, Family Dollar, Five Below, H&M, TJX
Stores (TJMaxx, Marshalls, HomeGoods), Ross Dress for Less,
Planet Fitness and Ulta are a few of the most aggressively grow
ing retailers in the country in 2017.

Macy’s is closing 100 stores while opening 30 of the offprice
brand Backstage. Norstrom (177,000 square feet on average) is
focused on the smaller footprint discount brand Norstrom Rack
(30,000 square feet). Target’s average footprint of new expansion
is under 32,000 square feet with six of the new stores on college
campuses. Walmart, Kohl’s and Office Depot are testing smaller
stores as well.

Every time a consumer makes a purchase, they place a vote for
what they want to see in the future of the marketplace. America is
voting for value, convenience and food. The marketplace is react
ing. Wall Street is reacting. The consumers’ dollar is forcing open
ings, closings, mergers and acquisitions. It’s all about the money.

FOMO in the TrustBelt States
The two primary influencers of this change are ecommerce and
millennials. Midwest cities are hot. Detroit, Chicago, Minneapolis,
Indianapolis, Cleveland and others are all benefiting from the
resurgences of millennials moving from the suburbs to the urban

centers. Fear of Missing Out, or FOMO, is a word that can sum up
the millennial generation. They crave experiences over stuff. Be
ing a tech savvy generation, decisions are educated, driven by
convenience and should obviously incorporate a social media
play. This is driving demand for mixed use development incorpo
rating residential, office, restaurant, retail and recreation. Winners
for millennials will incorporate customized, experiential, local or
philanthropic options. Retail must have a “cool” factor to be sus
tainable among this new generation of Millennials that now out
number the Baby Boomer Generation. Neighborhoods such as
Logan Square in Chicago and North Loop in Minneapolis are ex
amples of cool retail nodes that appeal to Millennials and therefore
retailers.
The retailers that don’t understand and adapt to millennials and e
commerce will suffer from loss of store sales and therefore declin
ing profits. OmniChanneling is a seamless integration between
brickandmortar locations and ecommerce sales. Mobile apps
for retailers customize the shopping experience, provide conve
nience to the consumer and feed the retailer with information nec
essary for more effective marketing. Using technology to drive the
consumer into the store is key. The conversation rate from
browse to purchase is much higher in the physical store. ECom
merce is still only 9% of overall retail sales.
Food, Farm and Home
In the TrustBelt states, expanding retailers are primarily restau
rant, grocery store and farm and home category. Approximately
40% of the national retailers expanding in 2017 are restaurants.
According to the US Department of Congress and US Department
of Agriculture, 2016 is the first year that Americans spend more on
eating out than grocery. Groceries are fighting back by incorporat
ing “groceraunts”, prepared meals to go, and personal shopper
options.
Meijer, Kroger, Hy Vee and Giant Eagle are looking at growth
strategies. In the Farm and Home category, retailers to watch in
the area include Menards, Family Farm and Home, Orscheln, Rur
al King, Tractor Supply. Theisen’s, Farm & Home Supply and Fleet
Farm. Several of these retailers will open new locations in second

generation space. Therefore, if a Kmart, Walmart Supercenter or
JC Penney were to close, there would be opportunity among
growing companies to backfill the existing space.
Out with the Old and in with the New
Retail is an ever evolving, ever changing lifecycle. Retail is not
dead. BrickandMortar stores are not dead. Retail is changing.
And American consumers are driving that change. New retail con
cepts will emerge and the winners will be those who accurately
predict future trends and position themselves to capture the mar
ket demands at the right time.
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