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PPR DAILY UPDATE - October 29, 2012 

National Credit Tenant-Anchored Centers a Better Bet Than Grocery-Anchored 
By Jennifer Quinn (jquinn@pprglobal.com) 

For retail investments, we are now in a new era of stratified property subtypes. As Exhibit 1 shows, prior to the recession, community, neighborhood, and strip centers 
were pretty interchangeable from a cap rate perspective. However, after the recession hit and we muddled our way through recovery, a clear distinction between these 
groups has become evident. 

Cap rates for community centers, typically anchored by multiple national credit tenants, are currently the lowest in all of the subtypes. On the other hand, cap rates for 
neighborhood centers, which are typically grocery-anchored, have also been compressing but remain elevated compared to those for community centers. The higher cap 
rates speak to the inherent risk grocers present. Big box retailers like Walmart and Target have been busy expanding into the grocery market and have steadily been 
eating other supermarket chains’ lunch. Several chains have begun to shutter stores, including Albertsons and Save-A-Lot, which recently announced the closure of a total 
of 60 stores nationwide, and Food Lion, which closed 126 stores in February 2012. Strip centers, with an outsized exposure to the beleaguered mom-and-pop tenants, 
have the highest cap rates of the bunch, and appropriately so. 

Meanwhile, same-store sales have grown 7% from FY 2010 to FY 2011 for 40 of the largest national credit tenants, which include the likes of Kohl’s, GameStop, Staples, 
and Williams-Sonoma.  Given their improving productivity, these types of tenants potentially offer investors better performance. The steady compression in cap rates for 
community centers over neighborhood centers illustrates that investors are indeed buying into the recovery of national credit tenants, while at the same time pricing in the 
risk that some grocers pose.  

Given the current investment climate, it may be time to reconsider the mantra of “Grocery-Anchored Centers Deserve More Cabbage” and look toward community centers 
that offer an outsized portion of retail’s recovery.  
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