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Retail as a 
SERVICE

Q&A

NAREIM speaks with 
Manuel Martin, global 
head of retail at 
Nuveen Real Estate, 
on how he is looking 
to the future of the 
asset class and what 
that means for 
positioning Nuveen’s 
legacy portfolio and 
mall assets in an 
increasingly digitized 
and omni-channel 
world. 
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Retail has been on the decline. What 
has been the impact of Covid-19 on 
the sector?  
Covid has accelerated trends, but the 
world of retail was already undergoing 
extreme turbulence driven by a number 
of demographic and other consumer-
related factors. Probably 80% of the 
retail industry’s problem in the United 
States relates to mall space. This is for 
two very simple reasons. The first is 
overbuilding. Today, there are around 
seven malls in the US for every mall in 
Europe. That means some 600 US malls 
need to go, especially those that are in a 
lower quality tier. 

The second problem is that malls are, 
by definition, a destination. The major 
traffic drivers — the anchors or more 
specifically the department stores — 
have lost relevance and appeal. 
Furthermore, those department stores 
now have competition from Amazon and 
other ecosystems, which offer a huge 
selection of choice and are convenient 
and easy. If you know exactly what you 
want to buy, you don’t need to leave 
your house. So not only do the malls 
overlap with one another, but the 
anchors are also in crisis. In Europe, the 
anchors to malls are quite different 
because they are typically hypermarkets 
or large supermarkets, which helps to 
drive necessity-based shopping. 

Changing of the mall 
Covid has accelerated several trends, 
such as office de-densification, a 
greater emphasis on the health and 
well-being of our buildings and 
flexible working. There has long been 
talk of malls dying. How do you 
envision the future of malls?  
We have a problem of oversupply and 
with the anchors. The first problem of 

oversupply is going to be sorted out with 
time. The development pipeline has 
been almost dry for several years and 
the quality assets will emerge stronger. 
The problem is what to do with our 
anchors today. Whether high or low 
quality, a lot of capital will be required 
to transform these spaces.  

There’s no secret sauce that works for 
every single asset, even for high quality 
ones. If you have an asset like the Mall 
of America in Bloomington, Minnesota, 
what will you do with it? You can’t 
transform it into apartments or offices as 
there may be few buyers. Turning a mall 
into an industrial warehouse is also a 

difficult proposition, not least given 
considerations of proximity to 
infrastructure, local traffic and logistics. 
Retail has always been a superior real 
estate use. If you’re going to transform a 
retail asset into industrial, you’re going 
to be doing it on a very high cost basis. 
There are two ways of making that 
happen: one way is to write down your 
assets, which is very painful, and the 
other way is to buy assets with a lower 
cost basis.  

I don’t think the densification of 
retail is a solution for every single mall. 
In some cases the solution is going to be 
taking these failed anchor spaces and 
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What does the future of retail look like? 
• Re-densification of retail will not work as a one-size-fits-all solution. 

• Retail as a service — where brands test products with and tailor solutions for 
consumers — will emerge stronger. 

• Increased number of pop-up stores. 

• Necessity and convenience will be the top agenda for all retail assets. 

• Strip malls need to embrace diversified uses such as professional service and 
medical office tenants. 

• Managers have to assess the omni-channel capabilities of incoming retailers. 

• Amazon has a glass ceiling; there are activities (medical, food, entertainment) that 
need brick-and-mortar stores and that is why it is investing in physical retail. 

• Retail real estate investment managers of the future need to have knowledge of 
real estate, other uses, redevelopment skills, the right technology and access to 
data to succeed. 

“ The solution is going to be taking these failed 
anchor spaces and adapting them to the new 
world, such as retail as a service. This is a bigger 
space where you curate a number of brands, you 
have people come and interact, and you give 
customers special service. ”



adapting them to the new world, such as 
retail as a service. This is a bigger space 
where you curate a number of brands, 
you have people come and interact, and 
you give customers special service. 
Stores like Apple, Nike and Tesla are not 
there to sell you goods; they are brand 
showrooms focused on giving people 
options and tailoring solutions for them.  

We will also see more pop-up stores. 
Paying less rent and renting for a shorter 
term gives the landlord flexibility to 
recover the space. It allows us to try 
different mixes of retailers, and it is a 
way of keeping the mall alive. That’s 
very important for any visitor to, instead 
of seeing empty spaces, see new 
concepts. People put a lot of weight in 
your mall if they see that there are 
investments being made and new 
retailers that are going to keep them 
engaged with the mall brand and with 
the individual brands. 

What happens to Class B, Class C 
assets, the poorly trafficked strip 
mall? Will they be lost to functional 
obsolescence or will they find  
a place?  
The Spanish architect Arturo Soria came 
up with the concept of the linear city. It 
is one where people go from one point 
to the other, such as the school, the 
office, the shops. I still see that 
happening in many American cities 
where busy street centers are more 
functional than isolated malls. When I 
say functional, it is that they are serving 
a model of a market. They are more 

convenient and they have a number of 
people either passing by or living 
nearby. At the end of the day, it’s easier 
to manage ten or two dozen shops with 
a grocery anchor, than a mall where it is 
vital that people keep coming to see you. 

Strip malls will need to incorporate 
more professional services such as law 
firms, dental offices and medical offices. 
Necessity is going to be top of the agenda.  

What kinds of discussions are you 
having with your investors? 
Our portfolio in the US is nearly $12 
billion, with around 90 assets. We are 
the fourth largest owner of retail in the 
US and the third largest in the world. 
Around 50% of our assets are prime 
malls and the remaining assets are 
outlets, power centers, urban and 
lifestyle. There is a binary debate 
ongoing with investors where one 
option is to reduce their exposure to the 
here and now at a significant discount, 
or they can invest the required capital 
and protect their value in the mid and 
long term. There is no simple or single 
answer for all as each asset and investor 
comes with very specific circumstances. 

All this cycle change, especially in 
malls, will bring more concentration 
within the sector. We see Simon 
[Property Group] buying Taubman 
[Realty] or Unibail leaving the US 
market to focus on their European 
operation. Many institutions will 
gradually sell their portfolios and it is 
likely that fewer hands will manage 
those, especially the quality assets.  

Future in omni-channel 
Traditionally retail space is 
underwritten on a sales per  
square foot basis. How do you 
underwrite experiential and retail 
as a service, because the metrics 
are completely different?  
The way you assess a mall space, and the 
retailers you want within it, is completely 
different today. Today you want your 
space to have about 25% of general 
merchandising retailers; another quarter 
to host experiential retail such as Tesla, 
Apple and Nike; another 25% to be 
entertainment and food and beverage; 
and the rest dedicated to other uses  
or potential other uses different from  
the above.  

The capacity to serve the asset 
catchment area demand is a big factor, 
but we also look at how retailers have 
adapted to combine different fulfillment 
channels and to keep the physical store 
relevant. For instance, the fast-fashion 
company Zara has invested heavily in 
geolocation tools, data gathering and 
online infrastructure. They have done this 
because they know that their online sales 
increase by 15% in the zip codes where 
they have a physical store. Their stores 
are brand showrooms and they are also  
a point for returns and exchanges.  

The second vector in the mix is the 
bifurcation between value and premium 
retailers. Deloitte found that discount 
retailers, over the last five years, had 
combined growth of around 30%.1 For 
luxury or premium retailers, their 
combined growth was 80%. However, 
general (balanced price) merchandise 
retailers had a combined growth of 2% 
over the last three years.  

Why is that? That’s because value is 
rapidly becoming more important. We 
are living in a society in which the 
middle class in the US is shrinking 
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“ People put a lot of weight in your mall if they 
see that there are investments being made and new 
retailers that are going to keep them engaged with 
the mall brand and with the individual brands. ”

1
Deloitte, The Great Retail Bifurcation: Why the Retail “Apocalypse” is Really a Renaissance, 2018. 

https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
https://www2.deloitte.com/content/dam/insights/us/articles/4365_The-great-retail-bifurcation/DI_The-great-retail-bifurcation.pdf
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dramatically. Value to them is very 
important. People know that buying in 
the store, at TJ Maxx or Walmart, is 
cheaper than Amazon by 20% to 30%. 

The other side of the equation is 
luxury; 50% of retail sales in the US are 
done by the top 25% earners. Offerings 
in the space have grown above and 
beyond traditional retailers. Nike is a 
luxury brand because you pay $100 for a 
T-shirt. Apple is a luxury brand because 
you pay $1,000 for a phone. Tesla is a 
luxury brand. 

Along with the retailer’s omni-channel 
capabilities is the reduction of their 
physical footprint. If you’re going with 
someone who has fractionalized their 
footprint, you’re going to be in a better 
position because those people are going 
to zip codes where their e-commerce is 
higher and they are going to use that 
store to serve their own license. 

What is your outlook on retail?  
We are very focused on necessity, 
essential goods and convenience. Those 
are working well and currently 
underpriced. Mixed use will be fine 
when the pandemic is behind us as 
stacked uses do well with hostage 
clients. People are anxious to go outside. 
Our major concerns are retail 
overcapacity and rapid loss of food and 
beverage installed capacity.  

Who then are your top winners  
in retail?  
In the power space, TJ Maxx and 
Burlington are doing very well both 
online and in physical sales.  

Walmart is doing a terrific job in 
fighting the Amazon ecosystem. To do so 
Walmart is becoming a kind of Amazon. 
Amazon wants to become Walmart.  

Target is doing very well. Their 
potential is huge. Walmart does $700 

per square foot of sales and Target $500. 
It means that Target can use more of 
their space for fulfillment.  

I like Whole Foods a lot, because they 
are serving a specific niche and they 
have a very fresh offering. They are a 
good blend of omni-channel technology. 
I also like Publix, which is doing well in 
the Southeast. 

Lululemon and Apple are the new 
anchor tenants in many assets. Having 
them makes a difference.  

Landlord pressures 
Because of the speed in which things 
change, do your leases need to be 
shorter in duration?  
In the short term, we’re on pause. It’s 
hard to get long-term commitments. The 
first thing we did when Covid broke out 
in April was to give our small retailers 
three months of rent deferral. Around 
90% of them received government aid 
and eventually paid their rents. That 
created an engagement with them and a 
rapport that has been very useful.  

In the long term, quality locations 
with the right mix will get the 
commitment of retailers. It’s going to 
take some time. Again, the basis is going 
to be very important. If you paid a lot of 
money for your space, you’re going to be 
more constrained when you invest 
capital and bring in the right retailers. It 
requires a balance. 

Capex is going to increase. We are 
bringing in digital security, pickup 
locations and energy efficiency so that 
we can achieve a zero carbon footprint 

by 2040. We are creating apps for users 
and tenants. It’s a whole new world. All 
of it costs money.  

For retailers, capital will also be 
critical. A lot of them are successful, but 
the industry is undergoing huge 
disruption and transformation. If they 
want to continue being successful, they 
have to invest in getting and managing 
technology and data. 

We talk about retail changing.  
It means you have to think 
differently about retail. What type  
of people skills are you looking for  
in your team? 
For our investment professionals, we 
want people with fresh eyes and with 
knowledge of uses other than retail. We 
also want people with some knowledge 
of the planning process and with 
redevelopment skills. 

Retail asset management is the 
essential skill we need. The type of 
asset manager I’m trying to get onboard 
today is someone with leasing skills, 
because of the number of tenants you 
need to turn around. Someone with 
design skills, because the buildings 
have to adapt and you need to make a 
completely different building with 
appealing formats. Someone able to 
integrate new technologies and digital 
strategies, like reading frequent card 
data and knowing how to track people 
with mobile phones. How you bring 
technology to digital retailers and how 
you fight technology disruption is 
critical. Digital savviness is very 
important today. u
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“ How you bring technology to digital retailers 
and how you fight technology disruption is critical. 
Digital savviness is very important today. ”


