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Mass adoption of driverless
cars is still years away, but ar-
chitects, developers and plan-
ners already are designing
new projects with autonomous
vehicles in mind.

Developers are starting to
build offices with internal
parking structures that can be
converted to office space if de-
mand for private parking de-
creases. New master-planned
projects in cities like Toronto,
Los Angeles, Oslo, San Fran-
cisco and Boston are being de-
signed with features like curb-
side drop-off areas for
passengers and e-commerce
deliveries that replace tradi-
tional parking lanes.

“The term that we’re hear-
ing over and over again is ‘fu-
ture-proof,’ ” said Jeffrey Shu-
maker, director of urban
planning and design at archi-
tecture firm Kohn Pedersen
Fox Associates PC in New
York.

Real-estate developers and
architects are thinking about a
driverless future today be-
cause many of the structures
and streets they’re designing
will still be around decades
from now. They see the bene-
fit of including enough flexi-
bility into today’s projects so
that they can later adapt to
changing transportation pat-
terns with limited cost.

Novel ideas are being
floated for the distant future
as well as the messy transi-
tional years until mass adop-
tion of driverless vehicles is
complete. For example, Gen-
sler already is looking at ways
to free up green space in hous-
ing developments by replacing
driveways with common stor-
age areas for autonomous ve-
hicles.

Meanwhile, a Reebok and
Gensler venture has been
studying how to repurpose
gasoline stations in the future
when driverless vehicles will
visit remote charging stations
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that, depending on location
and availability of space, his
firm sees rent increases in
about 20% to 30% of lease re-
newals signed.

A surge in the number of
bankruptcy filings and store
closures by apparel retailers
and department stores has
hung over the sector, particu-
larly second-tier malls in less
affluent areas.

While discount retailers
and grocers such as Dollar
General Corp., TJX Cos., Five
Below Inc. and Lidl are still
opening stores, they are fo-
cused mainly in stand-alone
retail centers and open-air
centers rather than enclosed
malls, according to research
firm Fung Global Retail &
Technology.

Meanwhile, some down-

town areas that experienced
skyrocketing rents a few years
ago are now showing signifi-
cant weakness.

The substantial number of
empty storefronts in New York
City, for example, finally has
taken a toll on landlords,
which are starting to adjust
prices accordingly. CBRE said
average asking rents in Man-
hattan plunged 18%, to $721 a
square foot, in 2017 from 2016.
Manhattan’s retail real-estate
market, which is more affected
by tourism than that of other
cities, is subject to volatile
swings.

SL Green Realty Corp., a
big office building owner in
New York City, said rent nego-
tiations for retail space at its
719 Seventh Ave. building in
Times Square would take
some time.

“We acknowledge it was
more of a challenge than we
expected,” said Marc Holliday,
chief executive officer at SL
Green during the company’s
fourth-quarter earnings call
last week. “We’re still in sort
of a discovery phase in terms
of the market, block by block.”

Some pockets of the coun-
try remain strong. Asking

rents in Nashville, Tenn., Or-
lando, Fla., Atlanta, Dallas-
Fort Worth and Denver rose
5.1% to 7.3% over the past 12
months, while in Los Angeles
and Miami rents rose 2.3% and
2.8%, respectively, according
to CoStar.

Retailers are becoming
more selective in where they
open new stores or sign re-
newals, and in affluent, high-
density locations, landlords
say they are still able to com-
mand higher rents.

Tom McGee, president and
chief executive officer at in-
dustry group International
Council of Shopping Centers,
said the sector is in a good po-
sition with regard to supply,
noting that the millennial pop-
ulation will be aging into its
prime consumption years,
while the modest growth in
new shopping center develop-
ment in the past 10 years
could keep market fundamen-
tals balanced.

Also tipping in landlords’
favor this year is the tax over-
haul, which promises signifi-
cant savings for retailers, a
group that has paid among the
highest effective tax rates over
the years.

The retail storm pounding
weaker real-estate markets is
starting to lash America’s big-
gest cities.

Malls in smaller cities have
been suffering for years from
store closures as retailers ad-
just store footprints to chang-
ing consumption habits and
rising online sales.

Now, retail rents in some of
the priciest cities in the U.S.
are falling back to earth after
years of strong growth, as the
retail reckoning spreads to
properties once considered
immune.

Over the past 12 months,
rents in New York, Washington
and Boston declined between
0.4% and 1.4%, while rents
were roughly flat in Chicago
and San Francisco, according
to data from CoStar Group
Inc., a commercial real-estate
data provider. Across the U.S.,
rent growth averaged 1.8% in
2017, down from 2.7% in 2016
and the slowest pace since
2012.

The availability rate across
all retail property types, in-
cluding enclosed malls, open-
air malls, grocery-anchored
centers and strip centers, rose
to 6.6% in the fourth quarter
of 2017, from 6.1% a year ear-
lier, according to CBRE
Econometric Advisors. Avail-
ability rates include both va-
cant space and spaces that
are currently occupied but are
marketed to potential tenants
because they will be vacant
soon.

“We’re seeing downward
pressure on rents,” said James
Hull, founder and managing
principal of Hull Property
Group, a retail real-estate
company based in Augusta, Ga.
“Some of that comes from too
much space and too few ten-
ants.”

Hull Property, which owns
about 15 million square feet of
retail space in 13 states, said
some tenants are more cau-
tious these days, opting to
sign leases of three years ver-
sus the previous norm of five
to 10 years. Mr. Hull added
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In Big Cities, Retail Rents Yield to Storm

An empty storefront in Manhattan, where the average asking rents plunged 18% in 2017 from a year earlier.
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Cool-Down
The amount of retail space
available for lease has
increased in recent quarters.

Sources: CBRE Econometric Advisors
(availability); CoStar Group (growth)

Growth in asking rents has
slowed in each of the past two
years, after rising steadily in the
years following the housing crisis.
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“E-commerce has had a pro-
found effect on where consum-
ers are shopping and has com-
pelled retailers to rethink their
business models and fight to
maintain market share,” said
Jim Sullivan and Otto Aletter
of Green Street Advisors’ Ad-
visory & Consulting Group in a
recent white paper. “Some re-
tailers are focusing on right-
sizing their retail footprint,
some are improving in-store
experience and digital integra-
tion—and many are attempt-
ing to do both.”

One of the issues increas-
ingly straining negotiations
between retailers and land-
lords these days is foot traffic.
Retailers have been blaming
declining numbers of walk-in
traffic for their weak sales,
but landlords say some ten-
ants have neglected store up-
keep and should shoulder the
blame if customers walk out
without making a purchase.

Intel Corp. has joined with
MemoMi Labs Inc. to produce
technology that enables con-
sumers shopping for new
clothing, beauty products and
eyewear to share pictures and
videos taken by “memory mir-
rors” at luxury retailer Nei-
man Marcus and shoe retailer
Finish Line in the U.S. and Se-
phora stores in Europe.

“The biggest misconception
out there is that the technol-
ogy is nascent. The technology
is mature and ready for scale,”
said Joe Jensen, vice president
and general manager of Intel’s
retail solutions division.

Retailers may be closing
some store locations, but the
ones they are keeping are em-
bracing technology to compete
with online shopping.

Some stores are bringing in
facial-recognition technology
to alert salespeople that a cus-
tomer in their loyalty program
has walked in.

Others, tapping into the
popularity of how-to videos
and social media, are installing
mirrors that double as video
screens and cameras to record
a makeup artist’s step-by-step
application, which then can be
sent to the customer’s phone.

Still others are fine-tuning
inventory management to align
workers more closely to traffic
patterns in their stores.

“Retailers are saying, ‘we’ve
done the pruning, now we need
the comps to go up,’ ” said
Mark Ryski, chief executive of-
ficer of Headcount Corp., a
company that studies and helps
businesses with retail traffic
and conversion analysis. Comps
refer to same-store sales com-
pared with the previous year.

According to Euromonitor
International, a market-re-
search provider, total U.S.
store locations declined 0.1%
in 2017 from a year earlier, the
first downturn since 2009.

Because many of the loca-
tions closed last year were
large-format stores, the vol-
ume of retail real-estate space
fell by a more sizable 0.6% to
8.52 billion square feet.
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Stores Go High-Tech
In Fight With Online
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BLOCKCHAIN

Technology Weighed
For Property Deals

The city of South Burlington,
Vt., is embarking on a pilot
project with a startup blockchain
firm in a possible first step
toward using the technology to
replace the city’s system for
recording property transactions.

Officials with South
Burlington and the firm, Propy
Inc., said the project would be a
small step in the city’s possible
adoption of blockchain, which is
the technology that underpins
cryptocurrencies and records
transactions on a public ledger.

Blockchain proponents say
the technology could greatly re-
duce the cost and complexity of
recording real-estate documents.
But replacing one system with
the other would take years, if
not decades, and would require
surmounting numerous techno-
logical and practical obstacles.

—Peter Grant

GREYSTAR REAL ESTATE

London Towers Get
Modular Treatment

Greystar Real Estate
Partners LLC is acquiring a 550-
unit development in London with
two towers that will be among
the tallest in the world to be
built using modular construction,
according to company
executives.

Wes Fuller, executive manag-
ing director of investments at
Greystar, said modular construc-
tion will shave the development
time in half, down to two years
from four or five.

The development’s two tow-
ers in Croydon are set to be 44
and 38 stories. Still, developers
often have struggled to make
modular technology work on
large projects. It allows little
flexibility to change the design
and can lead to clashes with
construction unions.

Greystar is joining with Euro-
pean real-estate investor Hen-
derson Park on the acquisition.

—Laura Kusisto

Neiman Marcus employs technology that records a makeup
artist’s application process and sends it to the customer’s phone.
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instead. One idea: fitness cen-
ters that include playgrounds,
workout areas and fresh food
stores.

“Today on your way home,
you stop at the gas station to
fill up,” said Joseph Brancato,
a Gensler regional managing
principal. In the future, the
Reebok venture envisions
transforming the properties
into stations for “recharging
human beings” where you “get
an additional workout, buy
some farm-to-table food and
maybe pick up some holistic
medicine,” he said.

Much of the future-proofing
under way involves master-
planned communities with
new approaches to streets,
bike lanes and other infra-
structure.

For example, Kohn Peder-
sen is designing a complex in
Shenzhen in China with an el-
evated loop that could be ded-
icated to autonomous vehicles
and underground parking ar-
eas that could be converted
into retail space or other uses.

Planners also are studying
flexible streetscapes and park-
ing guidelines for Boston’s
Seaport development and for
Sidewalk Toronto, a joint ef-
fort by the government and
Alphabet Inc.’s Sidewalk Labs

focusing on about 800 acres
on Toronto’s eastern water-
front.

The San Francisco Giants
baseball team is looking down
the driverless road with archi-
tecture firm Perkins + Will in
their planning for Mission
Rock, a 27-acre project south
of AT&T Park. Planners are de-
signing streets and buildings
that can adapt to declining

parking demand and the in-
creasing need for better curb-
side pickups and drop-offs of
passengers and packages.
Apartment buildings are being
designed with more space, in-
cluding cold storage, for pack-
age deliveries from Ama-
zon.com Inc. and other e-
commerce businesses.

“These projects are beta-
testing the autonomous fu-
ture,” said Gerry Tierney, co-
director of Perkins + Will’s
mobility research lab.

Parking garages that can be
converted into other uses al-
ready are being built. For ex-
ample, Gensler designed the
new Cincinnati headquarters
building for data analytics
firm 84.51° with three floors
of aboveground parking that
can be converted into office
space.

That’s possible partly be-
cause the parking-floor
heights are higher than those
in typical garages. Also, the fa-
cades of the parking floors re-
semble the rest of the
841,000-square-foot building.

Gensler is exploring ways to
convert stand-alone parking-
garage structures into apart-
ment buildings that could be
used for student or other
forms of low-cost housing.
This could be done with mod-
ular units designed to slide
into the structure easily, Mr.
Brancato said.

Expense is a major obstacle
to convertible parking struc-
tures. Whether they’re stand-
alone or part of a building,
they cost more to build than
conventional garages. Because
their ceiling heights need to
be higher, convertible garages
contain fewer spaces, making
the idea a nonstarter with
many developers.

Builders Reimagine Future
Projects are being
designed with the
prospect of driverless
vehicles in mind

A rendering of a future apartment building converted from an obsolete parking garage.
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‘The term that
we’re hearing over
and over again is
‘future-proof.’ ’
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