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State Street gets real with tenants, rents 
Block 37, Sullivan Center account for biggest vacancies in shopping district
By Sandra M. Jones, Tribune reporter

State Street may be still be that great street, but the Great Recession has taken the swagger out of the 
shopping strip's once lofty retail ambitions.

In the decade before the financial crisis, when aspirational shopping was in vogue, developers and city 
officials held high hopes of turning the Loop shopping district into a high-end enclave that could rival the 
glitzy Magnificent Mile to the north.

That never happened. Instead, as the economy sank, State Street expanded its row of discount 
merchants.

Ballyhooed deals with the likes of Kate Spade, Coach, Lululemon, Apple, and the superchic Canyon 
Ranch spa vaporized. In their place: a string of popular-priced stores including Ulta, Loehmann's, Forever 
21, Urban Outfitters, H&M, and most recently American Apparel, hung up their shingles alongside Sears, 
TJ Maxx and Nordstrom Rack.

The turn of events, in the end, revitalized the street as consumers across income levels, battle weary from 
the recession, embraced bargain shopping as fashionable.

But two big obstacles remain. Large swaths of empty space at the old Carson Pirie Scott building, now 
called Sullivan Center, and at the unfinished and legally entangled Block 37 mall, have put a crimp in 
State Street's comeback.

The retail vacancy rate in the State-Wabash corridor has soared to the highest level in at least two 
decades, according to a report to be released this week from CB Richard Ellis Inc.

"The challenge with State Street is we have two big holes on the street," said Ty Tabing, executive 
director of the Chicago Loop Alliance, an organization that represents downtown businesses. "Were it not 
for those two holes, it would be almost fully occupied."

The two buildings — the Block 37 retail center at 108 N. State St. and Sullivan Center at the corner of 
State and Madison streets — together account for 92 percent of the vacant retail spaces in the corridor, 
the CBRE report said.

The properties, both owned by Chicago's Joseph Freed and Associates LLC, helped push the overall 
retail vacancy rate for the State-Wabash corridor to 12.9 percent for the 12 months ended Oct. 31, 
according to Bruce Kaplan, senior vice president of retail brokerage services at CBRE in Chicago. That 
figure is up from 7.7 percent in 2009 and marks the highest vacancy rate since Kaplan began tracking the 
shopping district in 1990.

At the same time, rents in the State-Wabash corridor have fallen. The average asking rent is $36.51 per 
square foot, a 35 percent drop from $55.83 last year and the lowest rate since 2003, the report said. The 
report analyzes retail along State and Wabash streets between Wacker Drive and Congress Parkway.

"Reality has set in," said Kaplan. "The madness of the pre-recession rental explosion has passed."

The survey doesn't break down individual rents, but real estate brokers estimate the highest-priced 
spaces on State Street go for about $125 a square foot while top-drawer retail space on North Michigan 
Avenue is more than $450.

"There was a time when people were really trying to take the street upmarket and that didn't happen for a 



lot of reasons," said David Stone, a Chicago real estate broker working in the Loop. "Now it's settled into 
a comfortable mix for most people and that's where it should be."

Once Chicago's premier shopping district, State Street lost its cachet over the decades, enduring a 
shopping exodus to the suburbs in the 1960s and 1970s and then a misguided attempt to turn the gritty 
street into an open-air mall in the 1980s.

As the housing market soared and middle-class consumers carried Gucci bags and drove Range Rovers, 
State Street stepped up its courtship of high-end retailers. But it was a tough sell. No merchant wanted to 
be the first to stake out new luxury territory in unproven ground, especially when the economy was 
starting to go south.

Deals began to crumble. Gourmet grocer Fox & Obel backed out of a deal to go into Sullivan Center, and 
talks to bring luxury movie house Muvico to Block 37 collapsed.

Now that the retail environment has stabilized, retailers are actively looking at vacant storefronts.

Target Corp., the purveyor of cheap chic, is in talks to lease space at Sullivan Center, according to people 
familiar with the negotiations. The deal, if completed, would give the discount chain 125,000 square feet 
over two floors. DSW Inc., the shoe warehouse, is poised to lease 25,000 square feet, according to 
people familiar with the matter.

Target declined to comment on the talks. But the State Street store would be in keeping with the discount 
chain's recent strategy to push into urban cores with smaller stores. Target recently signed deals to open 
a 70,000-square-foot store in the heart of Seattle and a 100,000-square foot store in a shuttered Macy's 
in downtown Los Angeles. Those stores are slated to open in 2012.

"We would love to have more of a Target presence in Chicago, but I just have not other details to share 
about it," said Amy Reilly, a spokeswoman for Minneapolis-based Target.

DSW didn't return requests for comment.

The arrival of the prominent discounters at the corner where Carson Pirie Scott's massive flagship held 
sway for more than a century until it closed in 2007 would go a long way toward improving State Street's 
outlook and solidifying its place in the city as a street for the masses.

Meanwhile, the future of the Block 37 mall remains a big question. The four-level retail center is in the 
midst of foreclosure proceedings. The mall opened a year ago just as the banks filed a foreclosure lawsuit 
against Freed. There are some stores operating on the first and second levels, including Anthropologie, 
Steve Madden, Puma, Zara and Akira.

But the mall is less than half occupied. And leasing has come to a stop as the banks have balked at 
pouring more money into the project.

A group of potential tenants — including XSport Fitness, Studio Movie Grill, Adagio Teas, Eileen Fisher 
and Charming Charlie — is interested in moving in but awaiting tenant improvements before signing 
leases.

And that is unlikely to happen. At a court hearing last month, the banks made it clear that they have no 
intention of funding the interior construction necessary to attract the retailers.

In fact, Bank of America, the lead lender, recently hired Eastdil Secured LLC , a unit of Wells Fargo & Co., 
to market the $180 million loan at the heart of the foreclosure suit, according to Shirley Norton, a 
spokeswoman for the Charlotte, N.C.-based bank.

Freed is working to bring in an investor to buy the loan and take control of the property, said Jayne 
Thompson, a Freed spokeswoman. CBRE took control of the Block 37 mall in February as the court-
appointed receiver. Freed still owns the property but could lose possession if the court rules against the 
firm.

"To respect the process the bank has initiated to sell the Block 37 note, we cannot comment beyond 
expressing our continued commitment to the project," said Thompson.



A hearing on the foreclosure is scheduled for Friday.

"Overall the street is doing much, much better than it was four of five years ago," said Eric Hsueh, co-
owner of Akira, which opened a shoe store on State Street in 2006 and a women's clothing store inside 
Block 37 last month. "It's much more rational and much more realistic now."
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