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enclosed malls, however, could be slip-
ping because shoppers are starting to 
prefer “lifestyle centers,” which typi-
cally feature open-air streetscapes and 
easy parking access to stores, accord-
ing to the America’s Research group 
of Charleston, s.C.

Even if Dillard’s decided to sell now, 
it wouldn’t receive top dollar because 
real estate prices are down. 

“Dillard’s in our view finds itself in 
a challenging retail real estate environ-
ment,” wrote Credit suisse research ana-
lyst Michael Exstein in a July 17 report.

He noted that even in Little Rock a 
number of lifestyle centers were popping 
up around the city, which hurts the value 
of malls.

“In many markets, it appears dif-
ficult for mall anchors to get a bid on a 
store they might want to divest,” Exstein 
wrote. 

sales at enclosed malls were off 1.1 
percent from January through May 
2008 compared with the same period 
in 2007, according to a July report by 
the International Council of shopping 
Centers in New York.

‘Book Value Overstated’
Dillard’s might be on the path to 

writing down the value of its buildings 
and leasehold improvements, which are 
the company’s largest asset, valued at 
$3.1 billion, said Robert Willens, presi-
dent of Robert Willens LLC, a tax and 
account advisory firm in New York. 

“If you accept the theory that the 
market cap is reflective of the net value 
of the assets, then you would have 
to conclude that Dillard’s is almost 
certainly on the road to a write-down 
or a write-off because … book value 
is overstated,” Willens said. Dillard’s 
“won’t be able to realize that book 
value of its assets. Instead it needs to 
probably take a write-off to better 
align its book amounts with the way 
the market is valuing the assets.”

A write-down would be a non-cash 
charge to its earnings for a quarter, 
he said. 

Dillard’s “ought to want to do 
this because taking a write-off would 
reduce their cost structure dramati-
cally,” Willens said. 

As a result, all the depreciation that 
Dillard’s would charge to earnings 
would be taken at once, instead of over 
a period of years, he said.

“their earnings outlook once this 
all blows over … would be wonderful 
going forward,” he said. “I would cer-
tainly like to see them do it.”

Willens also said investors would 
look favorably on the move.

Dillard’s spokeswoman Julie Bull 
declined to comment on the strategy. 

Growth Strategy Backfires
In 2006, Dillard’s unveiled a new plan 

of pursuing more upscale customers. 

“We’re carrying more upscale mer-
chandise, more contemporary mer-
chandise,” Bull said in 2006. “so 
what we’re trying to achieve there is 
to reach out to that upscale contem-
porary customer and get her to take 
a new look at Dillard’s while at the 
same time continuing to serve our core 
customer.”

the move has backfired, however, 
especially during the current sluggish 
u.s. economy, Davidowitz said.

“Dillard’s has a problem,” he said. 
“they’re not a discounter. … the 
consumer is buying what they have to 
have, not what they want to have.”

Also during the past few years, 
Dillard’s plowed ahead in markets 
such as Florida, Nevada and Arizona, 
which were the company’s best states 
for sales between 2000 and 2006. 
Now they’re Dillard’s’ worst-perform-
ing states. 

As the economy worsened in 2007 
and the stock price and same-store 
sales plummeted, investors started 
howling for a change.

since January 2007, Dillard’s’ same-
store sales, or sales in stores that have 
been open a year or more, have been 
down every month except for March 
and November 2007, according to 
tNs Retail Forward, a retail market-
ing firm in Columbus, Ohio. 

And the company’s stock price has 
taken a beating. Between June 29, 
2007, and July 29, 2008, Dillard’s 
stock price tumbled 71 percent to 
$10.43 compared with a 16 percent 
dip in the standard & Poor’s 500 
stock index. On July 15, Dillard’s 
shares reached $7.61, a 20-year 
low. 

James Mitarotonda, the CEO of 
Barington Capital group LP of New 
York, which represents a group of 
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Location to Close City
Turfland Mall Lexington, Ky.
Chesterfield Town Center Richmond, Va.
Greeley Mall Greeley, Colo.
McFarland Mall Tuscaloosa, Ala.
Pine Ridge Mall Pocatello, Idaho
Towne Mall Franklin, Ohio
Knoxville Center Knoxville, Tenn.
Hickory Hollow Mall Antioch, Tenn.
Rivercenter San Antonio
Eastland Mall (clearance center) Charlotte, N.C.
Crossroads Mall Omaha, Neb.
Valley View Center Dallas
Macon Mall Macon, Ga.

Source: Dillard’s Inc. filings and published reports 
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