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— Consumer Confidence declined in October after two consecutive 
months of increases according to the Confidence Board1. The 
index retreated from the 103.5 reading in September to 98.6 in 
October. At the same time, the University of Michigan final index 
of sentiment fell to 87.2 in October from 91.2 in September. This 
reading is the lowest level recorded since October 20152.

— US personal income growth in September grew 3.2% year-over-
year. Income gains are being driven by a tightening labor market, 
modestly rising wages, and a 0.3% increase in “other income”3.

— Sales at non-store retailers (catalog and online merchants) gained 
momentum in September. The category is up 10.6% from a year 
earlier. We expected this segment to accelerate further in 4Q16 
on the back of a rising share of holiday e-commerce sales4.

— Consumer spending increased in September, due to an uptick in 
auto sales, eating out and at gas stations. Department store sales 
suffered a 0.7% decline in September from the prior month, and a 
6.4% decline year-over-year. Apparel sales were steady 
compared to August, and expanded 0.7% from last year5.

— Shoppers are finding more value at discount chains than at 
department stores. Discount concepts emerged from the 
recession on stronger footing than their full-price mall 
counterparts. Their expansion continues to produce strong 
productivity numbers despite store fleet growth.  

Discount Retail Store Expansions6

Retailer
Existing 
Store 
Count

2016 Store 
Openings

Square Feet 
(Min- Max)

Average
Sales/

SF

Burlington  
Stores 563 25

40,000 –
70,000 SF

$117

T.J. Maxx 1,165 30-60
25,000-

50,000 SF
$395

Marshall's 1,013 30-60
25,000-

35,000 SF
$395

Nordstrom Rack 110 35
35,000-

40,000 SF
$487

Ross Dress for 
Less 1,295 70

22,000-
30,000 SF

$383

Saks Off Fifth 55 35
28,000-

42,000 SF
$436

Neiman Marcus 
Last Call 28 3

15,000-
30,000 SF

$466

Sources: U.S. Commerce Department, University of Michigan, the 
Confidence Board. As of September 2016.

U.S. Retail Demand Indicators

Sources: Company filings and press releases, Cushman & Wakefield, 
Chainlinks, and Retail Maxim. As of October 2016.

U.S. Neighborhood & Community Center Vacancy Trends Median Household Income Growth by Metro

Sources: Moody’s and Deutsche AM. As of September 2016.
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Sources: CBRE Econometric Associates  (CBRE-EA,) and Deutsche AM. 
As of September 2016.
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The Fundamentals
— Economic indicators remained supportive of consumer spending and retail demand in the third quarter. Consumer sentiment reached new 

highs this quarter, but volatility also led to some low points. Tailwinds from savings at the pump, a stronger employment market, and 
modest increases in personal incomes are being trumped by rising healthcare costs and shelter rents. Additionally, personal debt levels 
remain well below previous peaks and savings rates continue to trend above historical norms. These indicators point to a restrained 
consumer compared to previous economic cycles.

— Supply: Over the last 11 years, on average 30 MSF of new supply was added to the retail market annually, which represents 1% of today’s
inventory level. In the peak years of 2005-2008 annual deliveries averaged 42 MSF, and 16.3 MSF during the recovery years. Year-to-date 
completions through 3Q16 totaled 10.6 MSF. There is currently 13.4 MSF under construction expected to deliver between 2016-2018.

— Demand: Absorption levels through the first three quarters of the year totaled 56.6 MSF. Demand is likely being partially offset by store 
closures and bankruptcies. Over the last 11 years, absorption rates averaged approximately 70 MSF annually. 

— Availability: The availability rate for neighborhood & community center across the U.S. continued to decline, and fell 20 bps since 2Q16 
and 50 bps year-over-year to 10.4%. Availability currently sits 60 bps below its historic average. Out of the 62 metros that compose CBRE-
EA’s sum of markets,77% of the markets tracked are continuing to see declining vacancy rates from 3Q15.

— Rent: According to CBRE-EA’s rent index, 3Q16 rents averaged $19.35 PSF NNN, which represents 90% of previous peak rents reached 
in 1Q08. Rents in Oakland, Austin, San Jose, West Palm Beach, Dallas and Denver realized the most rent growth YTD. 

Sources: Deutsche AM. As of September 2016.

eCommerce Corner
— eCommerce sales made up 8.1% of total retail sales in 2Q16. In 

comparison, eCommerce as a percentage of retail sales totaled 
2.1% ten years ago, according to the US Census Bureau7. 

— eMarketer estimates 2016 holiday online sales will increase to 
$94.7 billion, a 17.2% increase from 2015. In comparison, total 
holiday sales are forecast to grow 3.3% from last year8. 

— These estimates suggest online shopping will represent 10.7% of 
total holiday retail sales—the largest portion ever9.

— Amazon shattered 2015 holiday sales records on several fronts-
total volume, sales on mobile devices, number of new prime 
members added, and number of packages shipped worldwide 10. 
This year Amazon started Black Friday deals November 1st 11.

Sources: Amazon press releases, eMarketer.com & Deutsche AM. As of 
September 2016.
Past performance is not indicative of future results. No assurance can be 
given that any forecasts or targets will be achieved.

Sources: eMarketer.com. As of September 2016.
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Risk Warning
Investments are subject to investment risk, including market fluctuations, regulatory change, possible delays in repayment and loss of income 
and principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point 
in time. Investments in Foreign Countries - Such investments may be in countries that prove to be politically or economically unstable. 
Furthermore, in the case of investments in foreign securities or other assets, any fluctuations in currency exchange rates will affect the value 
of the investments and any restrictions imposed to prevent capital flight may make it difficult or impossible to exchange or repatriate foreign 
currency.

Foreign Exchange/Currency - Such transactions involve multiple risks, including currency risk and settlement risk. Economic or financial 
instability, lack of timely or reliable financial information or unfavorable political or legal developments may substantially and permanently alter 
by fluctuations in currency where there is a need to convert the product's denomination(s) to another currency. Time zone differences may 
cause several hours to elapse between a payment being made in one currency and an offsetting payment in another currency. Relevant 
movements in currencies during the settlement period may seriously erode potential profits or significantly increase any losses.
High Yield Fixed Income Securities - Investing in high yield bonds, which tend to be more volatile than investment grade fixed income 
securities, is speculative. These bonds are affected by interest rate changes and the creditworthiness of the issuers, and investing in high 
yield bonds poses additional credit risk, as well as greater risk of default.

Hedge Funds - An investment in hedge funds is speculative and involves a high degree of risk, and is suitable only for "Qualified Purchasers" 
as defined by the US Investment Company Act of 1940 and "Accredited Investors" as defined in Regulation D of the 1933 Securities Act. No 
assurance can be given that a hedge fund's investment objective will be achieved, or that investors will receive a return of all or part of their 
investment. 

Commodities - The risk of loss in trading commodities can be substantial. The price of commodities (e.g., raw industrial materials such as 
gold, copper and aluminum) may be subject to substantial fluctuations over short periods of time and may be affected by unpredicted 
international monetary and political policies. Additionally, valuations of commodities may be susceptible to such adverse global economic, 
political or regulatory developments. Prospective investors must independently assess the appropriateness of an investment in commodities 
in light of their own financial condition and objectives. Not all affiliates or subsidiaries of Deutsche Bank Group offer commodities or 
commodities-related products and services. 

Investment in private equity funds is speculative and involves significant risks including illiquidity, heightened potential for loss and lack of 
transparency. The environment for private equity investments is increasingly volatile and competitive, and an investor should only invest in 
the fund if the investor can withstand a total loss. In light of the fact that there are restrictions on withdrawals, transfers and redemptions, and 
the Funds are not registered under the securities laws of any jurisdictions, an investment in the funds will be illiquid. Investors should be 
prepared to bear the financial risks of their investments for an indefinite period of time. 

Investment in real estate may be or become nonperforming after acquisition for a wide variety of reasons. Nonperforming real estate 
investment may require substantial workout negotiations and/ or restructuring. 

Environmental liabilities may pose a risk such that the owner or operator of real property may become liable for the costs of removal or 
remediation of certain hazardous substances released on, about, under, or in its property. Additionally, to the extent real estate investments 
are made in foreign countries, such countries may prove to be politically or economically unstable. Finally, exposure to fluctuations in 
currency exchange rates may affect the value of a real estate investment. 

Structured solutions are not suitable for all investors due to potential illiquidity, optionality, time to redemption, and the payoff profile of the 
strategy. We or our affiliates or persons associated with us or such affiliates may: maintain a long or short position in securities referred to 
herein, or in related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and 
earn brokerage or other compensation. Calculations of returns on the instruments may be linked to a referenced index or interest rate. In 
such cases, the investments may not be suitable for persons unfamiliar with such index or interest rates, or unwilling or unable to bear the 
risks associated with the transaction. Products denominated in a currency, other than the investor’s home currency, will be subject to 
changes in exchange rates, which may have an adverse effect on the value, price or income return of the products. These products may not 
be readily realizable investments and are not traded on any regulated market.

1 University of Michigan, 9/16/2016
2 The Confidence Board, 9/27/2016
3 United States Commerce Department, 9/14/2016
4 United States Commerce Department, 9/14/2016
5 International Council of Shopping Centers Research, 7/1/2016
6 International Council of Shopping Centers Research, 7/1/2016
7 International Council of Shopping Centers Research, 7/1/2016
8 International Council of Shopping Centers Research, 7/1/2016
9 Macy's company filings, 8/11/2016
10 Sears company filings/Fitch Ratings

http://wwd.com/business-news/business-features/fitch-ratings-retail-bankruptcies-identifies-7-at-risk-debt-creditor-secured-liens-10568243/, 9/28/2016
11 JC Penney company filings- 10Q, 8/12/2016
12 Simon press release, 9/16/2016

http://wwd.com/business-news/business-features/fitch-ratings-retail-bankruptcies-identifies-7-at-risk-debt-creditor-secured-liens-10568243/


Important Information

Deutsche Asset Management represents the asset management activities conducted by Deutsche Bank AG or any of its 
subsidiaries. Clients will be provided Deutsche Asset Management products or services by one or more legal entities that will be
identified to clients pursuant to the contracts, agreements, offering materials or other documentation relevant to such products
or services. 

In the U.S., Deutsche Asset Management relates to the asset management activities of RREEF America L.L.C.; in Germany: 
RREEF Investment GmbH, RREEF Management GmbH, and RREEF Spezial Invest GmbH; in Australia: Deutsche Australia 
Limited (ABN 37 006 385 593) an Australian financial services license holder; in Japan: Deutsche Securities Inc. (For DSI, 
financial advisory (not investment advisory) and distribution services only); in Hong Kong: Deutsche Bank Aktiengesellschaft, 
Hong Kong Branch (for direct real estate business), and Deutsche Asset Management (Hong Kong) Limited (for real estate 
securities business); in Singapore: Deutsche Asset Management (Asia) Limited (Company Reg. No. 198701485N); in the United 
Kingdom: Deutsche Alternative Asset Management (UK) Limited, Deutsche Alternative Asset Management (Global) Limited and 
Deutsche Asset Management (UK) Limited; in Italy: RREEF Fondimmobiliari SGR S.p.A.; and in Denmark, Finland Norway and 
Sweden: Deutsche Alternative Asset Management (UK) Limited and Deutsche Alternative Asset Management (Global) Limited; 
in addition to other regional entities in the Deutsche Bank Group.

The views expressed in this document have been approved by the responsible portfolio management team and Real Estate 
investment committee and may not necessarily be the views of any other division within Deutsche Asset and Wealth 
Management.

Key Deutsche Asset Management research personnel are voting members of various investment committees. Members of the 
investment committees vote with respect to underlying investments and/or transactions and certain other matters subjected to a 
vote of such investment committee. 

Additionally, research personnel receive, and may in the future receive incentive compensation based on the performance of a 
certain investment accounts and investment vehicles managed by Deutsche Asset Management and its affiliates. 

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who 
may receive it. It is intended for informational purposes only. It does not constitute investment advice, a recommendation, an 
offer, solicitation, the basis for any contract to purchase or sell any security or other instrument, or for Deutsche Bank AG or its 
affiliates to enter into or arrange any type of transaction as a consequence of any information contained herein. Neither 
Deutsche Bank AG nor any of its affiliates gives any warranty as to the accuracy, reliability or completeness of information 
which is contained in this document. Except insofar as liability under any statute cannot be excluded, no member of the 
Deutsche Bank Group, the Issuer or any officer, employee or associate of them accepts any liability (whether arising in contract, 
in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, 
indirect, consequential or otherwise suffered by the
recipient of this document or any other person.

The views expressed in this document constitute Deutsche Bank AG or its affiliates’ judgment at the time of issue and are 
subject to change. This document is only for professional investors. This document was prepared without regard to the specific 
objectives, financial situation or needs of any particular person who may receive it. No further distribution is allowed without prior 
written consent of the Issuer.

An investment in real estate involves a high degree of risk, including possible loss of principal amount invested, and is suitable 
only for sophisticated investors who can bear such losses. The value of shares/ units and their derived income may fall or rise.
Any forecasts provided herein are based upon Deutsche Asset Management’s opinion of the market at this date and are subject 
to change dependent on the market. Past performance or any prediction, projection or forecast on the economy or markets is 
not indicative of future performance.



The forecasts provided are based upon our opinion of the market as at this date and are subject to change, dependent on 
future changes in the market. Any prediction, projection or forecast on the economy, stock market, bond market or the 
economic trends of the markets is not necessarily indicative of the future or likely performance. 

For Investors in Switzerland: This presentation document has been prepared upon your request exclusively on a best effort 
basis and intends to respond to your investment objective/strategy as a sophisticated and qualified investor within the 
meaning of the Swiss Collective Investment Schemes Act of June 23, 2006 (“CISA”). This document has not been approved 
by the Swiss Financial Market Supervisory Authority (“FINMA”) under the Swiss Collective Investment Schemes Act of June 
23, 2006 ("CISA"). The products contained in this presentation may not be registered with the Swiss Financial Market 
Supervisory Authority (“FINMA”), and therefore, not supervised by the FINMA. As a result, you cannot claim any protection for
unregistered products under the CISA.

For Investors in the United Kingdom and in Denmark, Finland, Norway and Sweden: This document is issued and approved in 
the United Kingdom by Deutsche Alternative Asset Management (UK) Limited (“DEAAM UK”) of 1 Great Winchester Street, 
London EC2N 2DB. Authorised and regulated by the Financial Conduct Authority (146000). This material is intended for 
information purposes only and does not constitute investment advice or a personal recommendation. This document should 
not be construed as an offer to sell any investment or service. Furthermore, this document does not constitute the solicitation 
of an offer to purchase or subscribe for any investment or service in any jurisdiction where, or from any person in respect of 
whom, such a solicitation of an offer is unlawful.
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