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Despite the ever-growing presence of e- commerce, and a wave of big 
box retailer closings, the retail market continued its slow growth in 
the first quarter of 2017. This growth was lead by the 32 billion dollar food and beverage 
industry. For the tenth consecutive year it accounted for the largest deal volume in the retail segment, 
at 23%. Economic growth is expected to continue, with inflationary concerns being addressed with 
three potential rate increases through 2017. Consumer confidence ratings are at a high of 125.6, the 
highest rating since early 2000. This will drive an increase in consumer spending at both brick and 
mortar stores, as well as online retailers.

Projected completions are 
estimated at 49 million 
square feet. The lack of new 
retail development, cou-
pled with positive economic 
growth factors will continue 
to drive rents in an upward 
trend. The average rent for 
the first quarter of 2017 in-
creased to $17.55 PSF. This 
represents a 1.1 % increase 
from average rent of $17.36 
PSF in the fourth quarter of 
2016.

Average rent growth continued through the beginning of this year, 
and market indicators suggest that rent growth will slow, but will 
continue in an upward trend through the rest of 2017.     
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CAP RATES 

There is a growing disparity in retail cap trends as it pertains to loca-
tion and quality of the underlying asset. This spread of cap rates is seen in Class 
A product selling at a 7.03%, and Class C product selling for 9.28%.  This 2.25% spread signifies 
a 75 basis point increase from the historical spread averaging 1.5% between the asset classes. This 
can be attributed to the rising interest rates, and the effect those have on investors demanding a safer 
return. As a whole, Retail Cap rates are currently rising, with the average cap rate for 2016 at 6.60% 
for the primary market. This rate has risen from 16 basis points from the previous quarters in 2016. 
Due to further federal funds rate hikes seen toward the end of 17Q1, we expect cap rates to increase 
throughout the end of this year. 

This rate represents a rise when compared to the 2016 fourth quarter vacancy of 4.9%. It is still an 
overall reduction of 40 basis points from the 5.6% rate of first quarter 2016. The forces driving this 
reduction are increasing tenant demand and expansion, as well as a reduction in construction com-
pletion rates for the year. 

During the first quarter of 2017, the U.S. retail vacancy rate 
was 5.2%.  
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