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The Wes tfield Century City Mall in Los  Angeles  has  seen a major uptick in foot traffic s ince a $1 billion makeover in September 2017. Image credit:
Wes tfield Century City Mall

 
By Ethan Chernofsky

Concerns abound about the demise of the mall, impending retail apocalypse and the factors driving these changes.
From urbanization and ecommerce to a lack of innovation, there are numerous elements influencing the struggle.

Yet, while some tiers of malls are certainly in decline, this fate is not universal.

According to data from Cushman & Wakefield, the change is largely affecting weaker malls, while the strongest are
actually getting stronger.

Cushman's data shows that "trophy" malls and Class A malls increased sales per square foot by 16 percent and 9
percent, respectively, over the last three years.

On the other hand, Class B malls have seen per square foot sales drop 1 percent since 2016. However, if you exclude
18 centers that invested in significant upgrades, the overall decline would have been 7.8 percent.

Class C malls have seen a 13.7 percent decline.

In the words of Garrick Brown, vice president of retail intelligence at Cushman & Wakefield, "Bifurcation is real.
Strong getting stronger. Weak getting weaker. Quality wins. If you are Class B, you need to become Class A. Reinvest,
upgrade. Boost the experience and consumers will come. If you're Class C, time to start thinking of radical
redevelopment."

And this is exactly the point.

We are not witnessing the end of the mall any more than the retail apocalypse heralded the end of in-store shopping.

Instead, we are experiencing a fundamental change in consumer behavior that will redefine retail's  winners and
losers over the next few decades.

So how do you stay ahead? What are the tactics to truly understand consumer behavior to succeed in this period of
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change?

We dove into the data and consulted with industry experts to examine some of the key trends.

Upgrades and renovations
When discussing massive renovations, it is  hard to find a better example than the Westfield Century City Mall in Los
Angeles.

The mall went through a $1 billion makeover to help attract more visitors. And thus far, the return has looked
incredible.

Since relaunching in September of 2017, the mall has seen nearly constant growth in visits.

Comparing visits from September 2017 to the year after in September 2018, the Westfield Century City saw a visit
increase of 92.7 percent. And while this massive number is largely due to the launch and excitement surrounding,
even in full tilt, the location has enjoyed growth.

Comparing July 2018 traffic to July 2019, there has been a 7.9 percent increase in visitors. This speaks to the quality of
a renovation that not only drove immediate excitement but has been able to sustain interest over time.

Traffic patterns  at the Wes tfield Century City Mall in Los  Angeles  s ince its  renovation two years  ago. Image credit: Placer.ai

To put the move into context, we compared it to the nearby Beverly Center which went through its own $500 million
renovation.

Comparing both locations to their relative baseline for the period beginning in January of 2017 through October 2019,
we can see the impressive visit growth for the Westfield Century City.

Looking at their respective weekly peaks over the period, the Beverly Center had a massive 55.2 percent increase on
its baseline for weekly traffic as a high point in December 2018.

Yet, the Westfield's growth is so staggering that it shattered this mark with visits that rose 234.8 percent above its
baseline for the same week.

Even more impressive, this was the second strongest week of the period, with Black Friday week driving an increase
of 248.7 percent above the baseline.

To be clear, this is a comparison of two of the top shopping centers in the entire country.

Based on Placer rankings for the period, the Westfield Century City and Beverly Center are in the 99  and 94
percentile of all shopping centers in the United States based on their visits. And it was not just visits that spiked, but
positive attention as well.

The renovation helped the Westfield Century City come in as the center with the top retail experience in the country,
according to Chain Store Age.
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According to Ben Witten, vice president at Trademark Property, there is a lot to learn from Westfield's success at
Century City.

"The Westfield renovation validates our assumption that people want to spend their free time in an environment that
is activated, inviting and engaging," Mr. Witten said.

"Successful projects are allocating more resources and spaces to chef-driven restaurants, hospitality amenities,
entertainment and emerging retailers that resonate with today's shopper," he said.

In terms of measuring a shopping center's relative performance, Mr. Witten said, "Sales productivity has historically
been the primary indicator, but with the emergence of Big Data, we are adopting new ways to quantify and measure
success on a relative basis. The implications for acquisitions, merchandising, and programming are profound."

New tenants, big impact
The changes in the sector also bring up fundamental shifts in the types of tenants we would expect to find in a mall.

While department stores such as Macy's and Sears have borne the brunt of store closings and changing retail
behavior, the ideal replacements have been surprising. None more so than the rise of co-working spaces in malls.

Industrious, a top player in the sector, has made this type of engagement a focus and it looks to be paying off.

The company has a location in the Scottsdale Fashion Square mall in Arizona, and since launching in February,
there have been strong initial returns.

The five months since it launched have seen visits to the mall increase well above the baseline in each month
except April, where Easter holidays limit the work month.

While there are certainly other factors contributing to overall foot traffic at this mall, the value of co-working tenants
cannot be understated.

Foot traffic trends  at the Scottsdale Fashion Square mall in Arizona. Image credit: Placer.ai

Co-working spaces do not just bring regular visitors who come a few times a month at best. These are individuals
who are making the mall a central part of their lives, and this does not just boost traffic it increases potential visitors
to food establishments, retailers, pharmacies and more.

The unique promise of a co-working tenant is to leverage a space that is not your core retail asset as they want a
large and quiet area and to use this to bring in a regular and ongoing audience.

Dan McCarthy, assistant professor of marketing at Emory University's Goizueta School of Business, believes co-
working spaces could mean even more.

"Co-working spaces aren't just a boon for A Class malls," Mr. McCarthy said. "They could be a significant source of
foot traffic for B and C Class malls as well.

"As remote work is becoming more and more common, more people are working in areas with a lower cost of
living, but lower traffic," he said. "Co-working spaces could be a very attractive alternative to working from home for
at least part of the day, especially for remote workers with families.

"Capitalizing on broader trends such as these will be essential for survival, particularly for C Class malls."

Essentially, the combination of a rising demand for space from co-working and growing availability of space in
malls could present a unique win-win.

Power of the mall
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As mentioned above, there is a serious concern about wider macro trends impacting the viability of the mall.

However, there is still a huge opportunity in this retail channel, and as Cushman & Wakefield's Mr. Brown noted, the
strong are only becoming stronger.

Two New Jersey based malls the Westfield Garden State Plaza (in blue) and Mall at Short Hills (in red) have shown
steady traffic volumes from January 2017 through July 2019.

The graph below shows visits to each compared to their respective baseline for the period.

While they have seen year-over-year growth in some periods, and minor dips in others, the visits have kept coming
for both locations.

The Mall at Short Hills ranks among the top 2 percent of shopping centers in the country, while the Westfield Garden
State Plaza is in the top 1 percent.

Comparing traffic patterns  between the Mall at Short Hills  and the Wes tfield Garden State Plaza, both in New Jersey. Image credit: Placer.ai

Yet, the impact is much greater than just having large scale traffic. It is  the type of experience into which a visitor is
buying.

Around 30 percent of Westfield visitors travel more than 10 miles, while that number jumps upwards of 58 percent
for the Mall at Short Hills. This is especially impressive when considering the malls have minimal overlap, even
allowing for relatively close proximity.

The Mall at Short Hills  and the Wes tfield Garden State Plaza, both in New Jersey, are in close proximity to each other. Image credit: Placer.ai

And herein lies the potential of a well-devised mall.

Visitors willing to travel to come to either location is not just coming to hang out, they have a clear intent to shop, eat
and enjoy their experience.

This is further emphasized by average visit durations for both locations of more than 90 minutes.The pull of such a
location and the quality of the visitors it brings is a critical factor that will keep the top malls performing and
growing.

The draw of a strong mall can be so powerful that it can sustain interest even in incredibly difficult situations.

The Colorado Mills was forced to close in 2017 following a devastating hailstorm that had many questioning the
move to reopen at all. Instead, a massive restoration project helped the shopping center rapidly return to form.

Looking at traffic below, compared with a nearby Denver West Village traffic, the site was able to quickly return to
strong visit growth with new locations opening throughout 2018.

In an age of "mall demise," such a rebound should be impossible, but the story speaks of the continued power of
well-designed locations to drive value.
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Comparing foot traffic between the Colorado Mills  and the Denver Wes t Village Malls , both in Colorado. Image credit: Placer.ai

Tennessee also enjoyed a similar success with a massive development of the former Oak Ridge Mall into the Oak
Ridge Shopping Center.

Since the sites relaunch in November of 2017, there has been consistent growth with 2019 visits growing quickly into
the peak holiday season.

Foot traffic went up after a renovation turned the Oak Ridge Mall into the Oak Ridge Shopping Center in Tennessee. Image credit: Placer.ai

New data shows that this power is unlikely to dissipate.

According to a report from the International Council of Shopping Centers, 95 percent of Generation Z respondents
said they visited a mall over a three-month period in 2018, vastly more than the 75 percent of millennials or 58
percent of Generation X respondents who felt similarly.

Key takeaways
The mall is  not going anywhere. It just likely will not be everywhere as it was in the 1990s and early 2000s.

Instead, interest will likely center around those giants that are capable of creating a powerful, interesting and
engaging experience.

From adding food and entertainment to introducing newer players such as co-working spaces, there is an evolving
landscape that will help top locations improve on their existing strengths.

But what about the smaller players?

There are a variety of strategies that could help these locations grow and thrive, but they will center around similar
principles: can an engaging experience be created surrounded by a wider environment that suits a location's
specific audience?

While the big players will consistently push for the massive audiences, there is tremendous room for more niche
approaches.

One approach could be leveraging cross-shopping data to create a very cohesive and targeted shopping center
around a single theme or type of shopper.

Others may focus on creating complementary experiences to nearby powerhouses.

Still others may look to more innovative and boundary-pushing types of tenants.

THE SUCCESS of the top class of shopping centers shows that there remains a strong appetite for top malls that can
serve as a destination in and of themselves.

The question will be which approach do different owners and operators take, and how do they align their
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investments and execution accordingly.
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