
Beyond the headlines: Retail’s revival

The necessity retail sector continues to demonstrate resilience in 
today’s dynamic U.S. market environment. Assets anchored by 
grocery, discount retail, health and wellness, and essential services 
seem to have maintained strong performance despite shifting 
consumer preferences and economic headwinds. This resurgence 
is particularly evident in growing suburban locations, where 
retailers are actively expanding their footprint to meet enhanced 
consumer demand for convenient, accessible retail options.

What’s working for necessity retail?

Nuveen Real Estate’s research indicates that successful necessity 
retail investments share three fundamental characteristics:

• Strategic locations in areas with favorable demographic 
trends

• An ability to attract and retain best-in-class tenants

• Demonstrated sustainable traffic patterns resulting from 
market dominance within their respective trade areas

Retail assets that generate frequent consumer visits — typically two 
to three times weekly — and enable multiple-purpose shopping 
trips will be best-placed to capitalize on the tailwinds supporting 
retail, in our view. These properties present opportunities for 
value creation through strategic tenant mix optimization, capture 
of accretive rent spreads, credit enhancement and thoughtful 
activation of vacant space with in-demand retailers.

Evolution of U.S. consumer behavior

Consumer behavior has undergone significant evolution, shaped 
by post-pandemic suburbanization trends, increased work-from-
home adoption and value-seeking behavior in response to 
inflationary pressures. Job insecurity and the broader economic 
environment are expected to sustain this focus on necessity 
retail categories, benefiting neighborhood centers. In the United 
States, occupancy rates at grocery-anchored centers have 
been outperforming those that are not anchored by a grocer, 
according to the NCREIF Retail Property Index (Figure 1).

Minimal supply risk

The decline in investor interest in the retail sector has led to 
a significant reduction in new retail developments across the 
United States. Rising development costs, driven by increased 
material and labor expenses, have further constrained new 
supply. This limited supply supports stable retail rents, 
particularly for well-managed shopping centers located in large 
residential catchment areas. Retailers increasingly prioritize 
these high-performing properties due to their ability to attract 
consistent foot traffic.

U.S. market fundamentals demonstrate particular strength, with 
new supply of neighborhood retail limited to just 0.2 percent of 
inventory between 2020 and 2024, and projections indicating 
further decline to less than 0.1 percent annually, according to 
CoStar.

Digital integration reshapes physical retail

The ecommerce narrative has evolved significantly from its 
initial perception as a threat to physical retail. Today, rising 
fulfillment costs as demonstrated by Amazon will impact retailer 
profitability, and in-store fulfillment has become a cost-effective 
method of distribution (Figure 2). Digital commerce now serves 
as a complementary channel that enhances brick-and-mortar 
operations.

In the United States, retailers such as Target and Walmart are 
leveraging their large in-store networks to fulfill online and click-
and-collect orders at local stores; both remain an important 
component of the chains’ overall sales. This integration of 
physical and digital shopping has strengthened the position of 
well-located necessity retail assets.

America’s retail resurgence

Leasing activity remains robust across the United States, with 
279.4 million square feet leased in 2024 and 142.6 million 
square feet in the first half of 2025, according to CoStar data. 
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U.S. retail in the age of convenience culture
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Figure 1: Strip center occupancy

Source: NCREIF Retail Property Index, as of June 2025 Source: Amazon Annual Reports, as of June 2025

Figure 2: Amazon’s global fulfillment costs as a percentage of 
net retail sales
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Occupier demand for open-air retail continues to outpace 

enclosed centers due to their convenience and lower operating 

cost structures compared with enclosed malls or high-profile 

lifestyle centers. Meanwhile, high occupancy rates in strip 

centers have helped support rents and net operating income 

(NOI) growth, resulting in income for real estate investors 

(Figure 3).

Smart money: Where investors are finding value
Current market conditions present attractive entry points for 
investors in U.S. necessity retail, with pricing adjustments 
creating compelling value propositions. Strong yield spreads 
versus other sectors, combined with defensive income 
characteristics, make necessity retail an increasingly attractive 
component of diversified real estate portfolios. Investors, 
however, must carefully consider market-specific regulatory 
environments, interest-rate sensitivity, tenant credit quality, and 
growing environmental, social and governance compliance 
requirements.

Looking ahead, Nuveen Real Estate maintains a positive outlook 
for U.S. necessity retail assets. This conviction is grounded in 
sustained consumer demand for essential goods and services, 
limited new supply pipeline, growing retailer expansion plans in 
suburban markets and attractive risk-adjusted return potential. 
The sector’s demonstrated resilience through economic cycles, 
combined with its ability to adapt to changing consumer 
preferences, positions it well for continued strong performance.

Necessity retail is here to stay

As the retail landscape continues to evolve, necessity retail 
assets that emphasize convenience, essential services and 
community connection will likely continue to outperform in 
the U.S. market. These properties represent not just retail 
locations, but critical infrastructure serving the daily needs of 
their surrounding communities — a characteristic that underpins 
their enduring value proposition for institutional investors.
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This article presents the author’s opinions reflecting current market conditions. It has been written for informational and educational purposes only and should not be considered as investment advice or as a recommendation 

of any particular security, strategy or investment product.This material is not intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold a security or an investment strategy, and 

is not provided in a fiduciary capacity. The information provided does not take into account the specific objectives or circumstances of any particular investor or suggest any specific course of action. Investment decisions should 

be made based on an investor’s objectives and circumstances and in consultation with his or her financial professionals. 

The views and opinions expressed are for informational and educational purposes only as of the date of production/writing and may change without notice at any time based on numerous factors — such as market or other 

conditions, legal and regulatory developments, additional risks and uncertainties — and may not come to pass. This material may contain forward-looking information that is not purely historical in nature. Such information may 

include, among other things, projections, forecasts, estimates of market returns, and proposed or expected portfolio composition. Any changes to assumptions that may have been made in preparing this material could have a 

material impact on the information presented herein by way of example. Past performance is no guarantee of future results. Investing involves risk; principal loss is possible. 

All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, 

decisions based on such information, and it should not be relied on as such. For term definitions and index descriptions, please access the glossary on nuveen.com. Please note, it is not possible to invest directly in an index. 

Important information on risk: Investing involves risk; loss of principal is possible. Real estate investments are subject to various risks associated with ownership of real estate-related assets, including fluctuations in property 

values, higher expenses or lower income than expected, potential environmental problems and liability, and risks related to leasing of properties. The real estate industry is greatly affected by economic downturns or by 

changes in real estate values, rents, property taxes, interest rates, tax treatment, regulations or law. Prices of equity securities may decline significantly over short or extended periods of time. 

Nuveen Real Estate is a real estate investment management holding company owned by Teachers Insurance and Annuity Association of America (TIAA). All information has been obtained from sources believed to be reliable, 

but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or completeness of, nor liability for, decisions based on such information, and it should not be relied on as such. 

Nuveen provides investment solutions through its investment specialists. This information does not constitute investment research as defined under MiFID.                                                                                             110946-1126
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ABOUT NUVEEN REAL ESTATE

Nuveen Real Estate is one of the largest investment managers in the world, with 
$142 billion of assets under management. Managing a suite of funds and mandates, 
across both public and private investments, and spanning both debt and equity across 
diverse geographies and investment styles, we provide access to every aspect of real 
estate investing. With more than 90 years of real estate investing experience and 
more than 770 employees* located across 30-plus cities throughout the United States, 
Europe and Asia Pacific, the platform offers global reach with deep sector expertise, pro-
viding investors access to high-quality investments across the private real estate invest-
ment landscape. For further information, please visit us at nuveen.com/realestate
*Includes 360-plus real estate investment professionals, supported by a further 411 Nuveen employees.

Source: Nuveen, March 31, 2025                                                                                          

Source: NCREIF Retail Property Index, as of June 2025
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Figure 3: Annual U.S. retail NOI growth, January 2020 = 100
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