TURNING
VACANCIES
INTO
CASH COWS

AN EMPTY STOREFRONT CAN BE MADE INTO A PRIME AD SPACE
By Joel Groover

HEN A STREET-LEVEL RETAIL SPACE

went vacant at 1000 Vian Ness, a mixed-use property in downtown San Francisco, Developers Diversified Re-

alty Corp. could have covered the windows with brown paper or just kept the lights off until the ink was dry on

the next lease. Thanks to the adverising industry’s ongoing quest to reach consumers through nontraditional

* channels, however, the Cleveland-based REIT had a much more attractive option: making money from the

high-profile storefront by using 1t as a medium for ads.

Working with an ad agency that specializes in vacant storefronts, Developers Diversified allowed the Cana-

dian Tourism Commission to cover the windows at 1000 Van Ness with full-color images touting the delights

of Canadian travel. Rather than breezing by a dark-
ened storefront displaying yet another “This Space for
Lease” sign, passersby got to see images of tourists en-
joying a meal at a swanky café and of a woman med-

itating beside a turquoise lake with snow-capped
mountains in the background. “In this case, a film was ap-
plied right on the window,” said Mare Feldman, Developess
Dhversified’s vice president of new buginess development “Ir

15 beautiful adveraising.”

But when it comes to storefront ads, colorful window films are
just the beginning, Some advertisers are paying to place messages
on hugh-defirmuon digieal displays hike the 101-square-foot screen
that Boston-based WindowGain installed in an empey storefrone
at the Bluewater megamall in Kenr, England.

Orhers are expenmenting with interactive, window-projeetion

technologies right out of the 2002 science fiction flm Minonty Re-
pert, un which the Tom Cruise characeer walks through a mall and
s qreeted by holograms that iry ro sell hum produets, “The projec-
non-media stuff 15 unbelievable,” sad
Brent Baer, a director of new business de-
velopment ac Los Angeles—based Poster-
Scope, an vut-of-home adverusing fiom. 1
saw one campaign where you walk by and
1t looks like there are people in an office,
walking up to the window 1o greet you.
There are others where there is a fog on the
widuw. When you wipe back the fog, an
mage appears. One of the car manutactur-
ers did another campaign that was hughly
interactive —— you could move bubbles and
wonds aroumd.” .

Developers Diversified expects o roll
out of appruximately 75 digical and stanc
ads in major markets acrass the counrry.

Bur che firm says it aums to take advanage
ot swrefrone advertising in secondary and
tertiary markets as well, i part by making
reratler-specific campaigns available to
advertisers. I Procter & Gamble wanted
1o promote a new brand of twothpaste sold
at Wal-Mar and Targer stores, Develop-
ers Diversified could afer the company

staretront advernising at Wal-Mart-an-
chured and Targer-anchared center.
within 1ts 730-center parcfoliw, Feldman
says. "Advertsers can reach a targeted de-
mographic at the point of purchase,” he
satd, “Instead of saying, ‘1 want to gu inw
ths DMA [designated macket area],’ they
¢an say, 'l am selling a product at Wal-
Mart, and so I want to reach people hefore
they walk into that Wal-Mart.™



Orher owners and managers, in the
Ututed States and abroad, are paying at-
tentioh to the potential upsule of their va-
cant storefronts, observers say. The chent
hists of sturelrone advernsing specialists
WindouwSainsad New York Cicy-hased
InWindow Qutdoor nowynclude Cush-
S Wakenetd; efl Growth Prop-
erues, Grubb & Ellis and Jones Lang
LaSalle. “We're finding that there is more
and mure upporcunity on the real estare
side.” saud Ray Lee, lnWindow Ourdoor’s
managing director of real estare opera-
tivns. “There's been increased momenturn
in the lase year or so, in parc because of the
[economic] climate.™

Indeed, one conseyuence of the slug-
gush econamy 15 an abundance of vacant
storefronts, says Sam Chandan, cwefl
econromist at Reis, a New York Ciry-based
research. lum. The vacancy rate ar U.S.
neighborhood and community shopping
centers sprked in the second quarter 1o 8.2
percent, up 50 basis pownts from the previ-
wus quarter, The jump marked the bipgest
single-quarter deterioration in shopping
center occupancy on record and pushed
the vacancy rate for neighborhood and
comMunIcy centers 1o its hughest level
since 1995, Chardan says. The mall va-
cancy race, meanwhile, rose to 6.3 per-
cent, is highest level since 2002,

No shopping center owner would con-
sider storefront advertising as an altema.
tive w secunng a long-term lease for a va.
cant spsice, of course. The ssue is nuot just
the lost rene, Chandan says, but also the
decline in traffic that comes from o
many vacancies. “When a tenant space
BUES emply, i 1s not just about the percep-
tion vr the quality of the shopping expen-
ence,” said Chandan. *It is also thar each
renane depends upon every other tenant
tw be draws for traffic. This is particularly
true of the lage mn-line spaces and an-

chors. There is no substitute for having a
tenant in thar space.”

Sull, attractive storefront advertising
can add colon, life and a sense of acvity to
whiat would otherwise be a visually dead
worte, Chandan says. This marters, because
the sight of dark storefronts at a shopping
center van cause nther tenants 1o chink
rwice about whether to renew their own
leases and make shoppers feel unsure
about coming back to the place. *Cer-
tamnly, 1’ betrer w minimize the visual m-
pact of that empty space, rather than have
it be out there impacring what the con-
sumer takes away from having visited the
mall," Chandan said.

Mareover, the financial benefits from
storefront adverusing are no hologram, In-
Window Outdoor, PosterSeope and Win-
dow(Gain routnely pay retail landlords
thousands of dollars on behalf of such ma-
jor advertisers as Adidas, Jeep, MTV and
Sony. “With the size of our portfolin, the
aggregate of these advertisement deals is
extremely substanrial,” said Feldman.,

Just how much an owner might be paid
depends on the size of the window, the vis-
itliry of the property and the desirabilicy
of the markert. Centers thar happen ta be

atoss from sporting aremas or stmilar
gvent venues can be paruculatly good ep-
poiturnties for advertisers, Baer says.
PastecScope wrapped several buldings in
New Orleans with huge ads for Adidas as
pazt of a campagn timed to concide wuh
the 2008 NBA All-Star Game.

Maturally, sreer-level properues us moa-
jercities are among the mast desirable fo-
aaatts [or storefrone advertisers, Window-
Gartt works with the owners of downtown
properties to advertise such clients as
Basion.com, the Massachusctes State Lor-
ey, Miller Brewing Co., the New England
Aquarium and Verizon Wireless. Digueal
storefront ads, whether high-definmon
screens or nifty rear-projection displays,
help attract attention to rewil spaces, be-
tause of the content of rthe motion-filled
imagery as well as the sheer noveley of the
technology, says Bill Yackey, editor of Drg-
el Signage Today, which covers the indus-
try. “There’s an automatic advantage there,
a3 oppased to putting static signs arniman-
nequins o the windows,” he said. “The
large format helps. If you've got a whole
storefront window, that amounts wo a 100-
oc 200-inch sign.”

In some cases, this exrra attention
might actually help lease the space faster,
says Lee of [nWindow Outdoot. But land.
lords thar embrace storefront advertising
should make sure they do not inadver-
tently deter prospective tenants from in-
quirtng about the space. says Jonathan
ubavsky, leasing director of Shopping
Center Group's Georgia division, "We per-
sonally don't love wrapping an entire space
with matketng,” he said. “Prospecave ten-
ants want to be able to walk up to the space
and, at the very least, pur thewr hands and
eyes up to the window and lock inside.
They want to look at the delivery conds-
tiows, the dimensions. We find that if you
end up wrapping the entire space, you in-

it their abulity w do these things."

Likewise, so-called pop-up retail, in
which landlords temporarily rent a vacant
space to a brand or retail tenant, should
clude signage that lets prospective long-
term tenants know the space ndeed is
avadable, he says. “If someone is dnving
by and you still tuve the sigr up from the
previous tenant and the window is full of
merchandise, [the retailer] might keep on
gowng, thinking there 1s not a vacaney
there,” Dubovsky said.

Even in suburban centers that may et
vet be on the radar screens of companies
like WindowGain or PosterScope, land-
lords can take simple steps to make e
fum wse of vacant storefronts, says Tina A,
Marshall, vice president of retail ar Colum.
bia, 5.C.-based Edens & Avant. The de-
veloper, which owns toughly 130 commu-
nity-orented shoppjng centers in 14 seates,
has started placing grearer importance on
the value of storefront signage as a way to
communicate wich recailers, shoppers and
prospective tenans, says Marshall,

National tenants often scout out cen-
Lers 1n secret, not wanting to tip off the
competition. But by fating to put the di-
mensions of vacant spaces on the "for
lease” signs, developers often lose prospec-
twe tenants who eyeball their spaces and
wncorrectly decide they are too small or
large, Marshall says. Edens & Avant now

makes sute thuse signs contam detailed in-
formauon about the dunensions. Likewise,
the firm tries o put “coming soon® signs
0A VaCANt spaces 3s s00n as (£ Signs a new

retailer, Marshall says. This helps allay
tenant fears abour the vacancy and stirs
neerest in the center among both shup-
persand prospective tenants.

Other developers, particularly the
owners of large, mixed-use centers, are
using vacant storefront ads to drive traffic
to existing revail, restaurants or residen-
ual developments located within theur
sprawling properties, Dubovsky says.
"You might have a retail space that is
Iront-and-center and haghly visible ro
walking and velucular erafiic and use thar
veral space to market the condomuruums,
offwce or residential for sale 1o the back.”
he sard.

A common practice 2mong franchusers
15 fe preapprove given spaces at shopping
centers, even before an actual franchisee
has stepped forward in thar marker. Fdens
& Avant and other landlords are now put-
tng up “franchisee wanted" signs in va-
cant storefrones, They also are suggesting
uses, such as "prime restaurant space” o
COCOUTAEe PIOSpECive enants [ imagine
themselves ar the center, says Marshall.

Meanwhile, Developers Dhversified 15
among chose that are thinking hard about
the future af storefront ads New tech-
nologies that enable storefrunt advertisers
to reach shoppers via cell phone messages
or that caprivate shoppers with holo-
graphic imagery worthy of Hollywood
could spur even more demand for vacant
storefront space, and therefore larger pay-
ours for landlords. Saud Feldman. “We're
really talking abour a new generaton of
advertismg.”



