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Retail Sales Continue to Struggle
Sales of signifi cant retail properties totaled just $418m in May, 
marking one of the slowest of any month since RCA began tracking 
transactions. Sales activity fell 12% below April totals but with levels 
so low, the decline in dollar terms would have been considered just 
a rounding error in prior years, a clear illustration of just how far the 
transaction market has sunk.

Meanwhile, as sales volume languishes, the inventory of properties for 
sale swells and defaults and foreclosures proliferate. The emergence 
of some new buyers as well as the return of other investors off ers 
some slight encouragement. In addition, while retail transactions 
remained mired down, investment in offi  ce and apartment assets 
appear to be gaining some momentum, which could eventually 
spread to retail as well.

Month in Review
Although May was bleak, it did have one stellar transaction indicating 
that high quality is holding its value: Highland Park Village in Dallas, 
one of the oldest shopping centers in the US (1931), sold for a record 
price for that market of $680 psf ($170m). That deal - to private local 
investors - hasn’t stoked other buyers. June remains bleak, with only 
one major deal so far: Benderson’s repurchase of properties it had 
sold to a Macquarie/ Developers Diversifi ed JV in 2004.

Since February, declining sales of both strip and mall properties have 
stabilized at a 70% yoy rate of decline, converging with the overall 
property market - and suggesting that transaction volume is likely 
at its low point. However, even when transactions reverse direction, 
any near term increase in activity is not likely to be accompanied by a 
rebound in prices as distressed sales will weigh down values. Sales of 
retail properties out of distressed situations are growing rapidly, but 

still only account for 12% of total sales.

Cap rate averages on recently closed 
deals actually register a decline but 
are skewed by a dearth of data. Asking 
caps are more plentiful and likely more 
refl ective of the market: on average, 
they are approaching 7.75%, but with 
fi xed mortgage rates at that level or 
higher, it’s likely they will need to rise to 
entice buyers.

Also plaguing retail is a signifi cant 
imbalance between off ered and closed 
deals. The ratio of off erings to closings 
is at 400% for mall assets and 250% for 
strips, compared to 180% for all property 
types and an equilibrium level of 100%. 
The imbalance is even more extreme in 
certain markets such as Houston, LA, 
and throughout the Midwest.

If there’s any joy to be found in retail, it 
is that the level of properties falling into 
distress slackened in May from the huge 
addition caused by the GGP bankruptcy 
in April. Through May, $17.0B of retail 
properties has been added to the 
distressed total and only $340M has 
been resolved. Outstanding distress for 

the retail sector, up $17.8B ytd, totaled $30.1B through May. Another 
$412M of retail properties have gone into default or foreclosure so 
far in June.

Excerpts from the June 2009 Retail 
Capital Trends Monthly by
Real Capital Analytics

monthly investment volume
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Available for Sale www.georgecushing.com

OWNER OCCUPIED OPPORTUNITY
EXCEPTIONAL MIDTOWN HOUSTON LOCATION

SMITH AT GRAY

$3,950,000; 7.12% Cap Rate

Attractive assumable financing: $2,440,500 loan at 6.10% interest rate
through April 2017

100% occupied with Starbucks, Quiznos and T-Mobile on first floor

Up to 7,300 SF second floor office space available year-end

Median home value of over $230,000 in the one-mile radius

George Cushing
Grubb & Ellis Company

713.599.5165 | george.cushing@grubb-ellis.com
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