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And the Winner Is – “Retail”

Abe J. Schear

As the economy began to rebound from its woeful performance in the latter part of the first decade 
of this new century, the market for retail investment, while surely more robust, did not keep pace 
with the higher demand for multi-family properties.  And now, as the multi-family market has cooled 
just a bit, the retail market is surely of more interest to sophisticated investors and eye popping cap 
rates have become more the norm than the exception.

There are numerous reasons for this turnaround, a few of them being noted herein.

 ■ Investors covet credit tenants, notably users like grocers and convenience stores.  Unlike 
multi-family where risk is difficult to ascertain but spread over numerous tenants, retail is 
in part built with true credit tenants anchoring the stream of rent.  Sophisticated buyers are 
drawn to credit tenants who help to stabilize the property.

 ■ Of course, investors look to yield and it is interesting that investors have begun to widen 
their focus to different markets.  Buyers continue to want core product but they now better 
understand that credit in many cases is as important as being in a large city.  We are surely 
less large market centric in today’s economy.

 ■ With sales rebounding a bit and less new property being built, Landlords today understand 
(as do Tenants) that better sales lead to higher rent and that better rents will translate into 
higher property values.  Many current leases were entered into some years ago, again 
allowing for an opportunity in some instances for Landlord to raise rents and improve the 
property from an investment perspective.  Easy renewals in better retail properties are 
generally a thing of the past as Landlords attempt to maximize rents.

 ■ Investors feel that they understand retail and this is true for domestic and international 
investors.  There is, for sure, a comfort level with stores that have familiar brands and 
dependable products.  Additionally, retail is surely the beneficiary of the glut of money which 
sits relatively idly on the sidelines.  It is worth noting that international investors have, mostly 
quietly, invested in dozens of properties, this adding competition to the market, often with 
goals that are different from those of historical domestic investors.  Fragile international 
economies have forced investors to further diversification in more stable countries such as 
the United States.

 
Not unlike the multi-family market which seems to have peaked a bit (but still chugs along), 
investment in retail property will eventually lose some steam but, for now, we seem to be in the 
positive part of the cycle.
 



Attorneys at Law

www.agg.com Page  2

Legal Insight

©2014. Arnall Golden Gregory LLP. This legal insight provides a general summary of recent legal developments. It is not intended to be, 
and should not be relied upon as, legal advice.  Under professional rules, this communication may be considered advertising material. 

About Arnall Golden Gregory LLP

Arnall Golden Gregory, a law firm with more than 150 attorneys in Atlanta and Washington, DC, employs a “business sensibility” 
approach, developing a deep understanding of each client’s industry and situation in order to find a customized, cost-sensitive 
solution, and then continuing to help them stay one step ahead. Selected for The National Law Journal’s prestigious 2013 
Midsize Hot List, the firm offers corporate, litigation and regulatory services for numerous industries, including healthcare, life 
sciences, global logistics and transportation, real estate, food distribution, financial services, franchising, consumer products and 
services, information services, energy and manufacturing. AGG subscribes to the belief “not if, but how.®” Visit www.agg.com.

Atlanta Office 
171 17th Street NW
Suite 2100
Atlanta, GA 30363

Washington, DC Office 
1775 Pennsylvania Ave., NW,  
Suite 1000
Washington, DC 20006

To subscribe to future alerts, insights and newsletters: http://www.agg.com/subscribe/

not if, but how.®

Authors and Contributors

Abe J. Schear   
Partner, Atlanta Office
404.873.8752
abe.schear@agg.com


