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have to admit that 
seeing headlines like 
the ones on the 
opposite side of the 

page on a daily basis can 
understandably cause your 
pulse to race with fear. Mine 
increases from the belief that 

the whole issue is being 
overblown by a general lack 
of understanding about the 
multiple retail property 
segments and the fear of 
change, thereby creating 
investment opportunities for 
Family Offices. Most of the 

press and general population 
immediately think of malls 
when they hear the word 
retail, but there are many 
other segments:

Single Tenant  Net  Lease    

  Stand-alone building 
typically with credit tenants 
and no landlord 
responsibility for 
maintenance and upkeep. 
Think McDonald's, most 
national fast-food chains, gas 
stations, many chain drug 
stores, etc.

Neighborhood St r ip 
Cent ers 

  Typically largest tenant less 
than 5,000 SF providing 
products and services to the 
immediate area

By S.L. van der Zanden, CPA - CapRock Real Estate

 

RETAIL 
APOCALYPSE?

A CONTRARIAN VIEW

I

Publisher's Insight:   This article touches on a property type that I have been 
bullish on for quite sometime, retail.  Not just any retail but strip malls that 

have businesses that you can't buy their services online.  S.L. does a good job 
distinguishing the different retail types so be sure to read the whole article.
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Com m unit y St r ip Shopping 
Cent er

  Usually anchored by a 
grocery store or other tenant 
that is the main draw for 
customer traffic and largest 
tenant less than 50,000 SF

Power  Shopping 
Cent er  

  Typically anchored by 
one or more "big box" 
that draw customers 
from a larger area. 
Think Target, Walmart, 
Home Depot, Lowes, TJ 
Maxx, etc. The largest 
tenant typically less 
than 150,000 SF

Malls  

  Usually large indoor 
centers with multiple 
large 100,000+ SF 
department stores and 
a vast array of smaller 
shops. The intent was to 
mimic the role of the 
traditional town center with 
the convenience of one-stop 
shopping all under one roof.

THE DEMISE OF 
DEPARTMENT STORES

  The loudest and most 
frequent discussion of the 
"retail apocalypse" revolves 
around the demise of the 
traditional department store. 
Most people don't stop and 
think about how old the 
department store concept is. 

Marshall Field invented the 
department store which 
opened on State Street in 
Chicago in 1852. It was a 
smashing success because it 
provided a plethora of hard 
and soft goods under one 
roof. Before the department 

store, the shopper would 
need to go to a separate 
store for each product or 
service they wanted. 

Others soon followed:

 Macy's        1858

 Sears          1893

 Kmart         1899

 JC Penney  1902

  About 40 years ago, these 
mainline 100+-year-old 
stores began experiencing 
financial distress resulting 

from changes in shopper 
desires and habits. One 
driver of this change was the 
deregulation of the airlines in 
the late '70s providing 
affordable fares to millions of 
new travelers to overseas 
destinations. 

  They experienced the 
charms of a more 
traditional urban town 
center with its 
street-side shops, 
restaurants, cafes, and 
alfresco dining. The 
explosion of rising U.S. 
affluence in the 1980s 
and '90s led to the 
gradual rebirth of urban 
centers in both large 
and small cities which is 
still ongoing to this day. 

        DISRUPTER:                         
AMAZON ARRIVES

  The large department 
stores founded 120-170 

years ago had been 
struggling to adapt to these 
changes for many decades 
when in 1994 Amazon was 
founded and essentially 
became the world's largest 
department store ever, but 
this time it was virtual, not 
physical, and everything 
changed. Now people could 
purchase almost anything 
online, at a lower price, and 
have it delivered in just a few 
days. Returns were quick, 

The loudest and most 
frequent discussion 

of the "retail 
apocalypse" revolves 
around the demise of 

the traditional 
department store 
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easy, and hassle-free. 

  Over time people figured 
out that they could purchase 
commodity items or things 
that did not require a trip to 
the store to personally 
interact with and go to 
physical stores when they 
needed/wanted to check the 
item out or receive 
individualized service. 

  These alternative venues 
allowed (many times 
non-chain) stores to flourish 
by providing specialization 
and expert advice. Amazon's 
immense buying power and 
ability to compress prices 
was terrible news to retailers 
that didn't offer a service or 
product that required or 
inspired an in-store 
purchase, leading to the 
demise of numerous retailers 
that couldn't/  wouldn't 
adapt.

THE WINNERS:

  So, who is surviving & 
flourishing in this new 
retailing environment? In 
shor t , i t 's t hose who 
provide product s or  
services t hat  aren't  easily 
put  in a box and shipped t o 
t he consum er :

- Food
- Fitness
- Experiential/  

Entertainment

- Medical & Dental 
("MedTail")

- Other specialized 
services (examples) 

- Education
- Payday 

Loans/Currency 
Exchanges

- Day Care
- Expertise
- Dry Cleaning
- Manicure/ 

Pedicure/Nails/ 
Hair/Spa

- Financial 
Services

- Convenience/ 
Impulse/Immediate 
Gratification

  As you can see, some many 
products and services have 
durable "Amazon Resistant" 
qualities, and the property 
segments that are more 
likely to have these types of 
tenants are (1) neighborhood 
strip and (2) community strip 
centers. Single-tenant net 

lease properties also may 
have retailers that fit these 
categories but carry the risk 
for Family Offices of a 
non-diversified tenant base 
(only one tenant). 

  Power centers generally 
have some tenants that are 
resistant but also may have 
those in categories that carry 
risk, and due to the larger 
size of many of the affected 
spaces can be hard to back 
fill. An obvious example is 
office supply, which Amazon 
does a great job fulfilling. 
Look for tenants that have 
trained staff that can provide 
customers with expert 
advice, not lower-paid/ 
poorly trained staff that can 
only point to the location of 
the desired item.

  Savvy retailers that are 
vulnerable to e-commerce 
competition have adopted an 
"Omnichannel" approach by 
combining physical stores 
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with a robust online presence. This allows customers to get the best of both worlds, depending 
on which works best with their current needs. An example would be purchasing the item 
online and then getting the immediate gratification of picking up the item at the physical store. 

  Another when an established online retailer opens brick and mortar stores to supplement 
sales by providing potential customers to touch and feel a product and get specific questions 
answered before ordering online for delivery to home or store for pickup (Apple, Warby Parker 
eyeglasses, etc.). One study found that online retailers that have taken this approach have seen 
sales increase as much as 35%.

  The astute Family Office investor armed with the knowledge that all retail real estate is not 
created equal and that is focused on well-located, multi-tenant properties which meet 
otherwise rigorous due diligence standards can make higher annual cash yields than the other 
typical property types (office, industrial and apartments).
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S.L. van der Zanden, CPA, is Managing Principal and CEO of 

CapRock Real Estate which is an 11 year old, vertically-

integrated firm with asset experience in 4.4M SF of commercial 

space. This experience has formed a contrarian view focussed 

on retail shopping centers with Amazon resistant tenants and 

long-term cash flow dynamics. 

In 2008, he co-founded Caprock at the depth of the Great 

Financial Crisis as a receiver and manager for Special Servicers 

of defaulted CMBS assets. Today the firm focuses on 

implementing high-touch asset management execution of 

business plans for 800,000 SF of private investor owned retail 

properties. 
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